
March 8, 2011

The Honorable Jocelyn G. Boyd
Chief Clerk and Administrator
Public Service Com'mission of South Carolina
PO Drawer 11649
Columbia, SC 29210

iVIr. Christopher Rozycki
Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, SC 29201
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RE: Docket No. 2009-220C

Dear Honorable Jocelyn G. Boyd:

Pursuant to the order of the Public Service Conunission of South Carolina dated October 29,
2009, in Docket No. 2009-220-C, item 10(e), Frontier Corporation hereby notifies the Public

Service Commission and the Office of Regulatory Staff that Frontier's 4th quaiter net earnings

v as $45,992,000 and dividends paid were $186,347,000.

In addition, Frontier is enclosing the IOQ released on February 25, 2010. If you have any

questions, please do not hesitate to call me at 585-777-4557 or email at

Cassandra. iuinness&ftr. con)

Sincerely,

Cassandra Guinness
Compliance
Frontier Communications

Cc: Office of Regulatory Staff
Encl: I
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FRONTIER COMtvlUNICATIONS CORPORATION AND SUBSIDIARIES
PART I

Item I. Business

Frontier Communications Corporation (Frontier) is a communications company providing services predominantly to rural areas and small and medium-sized
towns and cities. Frontier and its subsidiaries are referred to as the "Company, ""we, ""us" or "ouf' throughout this report. Frontier was incorporated in the
state of Dehaware in 1935, originally under the name of Citizens Utilities Company, and was known as Citizens Communications Company from 2000 until
July 31, 2008.

Our mission is to be the leader in providing communications services to resiilential and business customers in our markets. We sre committed to delivering
iimovativc aad reliable products and solutions with an emphasis an convenience, service and customer satisfaction. Ive otTer a variety of voice, data, internet,
and television services and products, some that are available 'a la carte, and others that are avaiBble ss handled or packaged sohitions. We believe that our
local management structure, superior 100% U.S.—based customer service and innovative product positioning will continue to differentiate us from our
competitors in the markets in which we compete.

Higbflghts for 2010

ybe 71wrtsoctl oa
On July I, 2010, Frontier acquired the defined assets and liabilities of the local exchange business and related landline
activities of Verizon Communications Inc. (Verizon) in Arizona, Idaho, Illinois, Indiana, iMichtgan, Nevada, North
Carolina, Ohio, Oregon, South Carolina, IVashington, West Virginia and Wisconsin and in portions of California bordering
Arizona, Nevada and Oregon (coflectively, the Temtories), including Internet access and long distance services and
broadband video provided to designated customers in the Territories (which we refer to as the Acquired Business). This
transaction (the Transaction or the bterger) was financed with approximately $5.2 billion of common stock (Verizon
shareholders received 678.5 million shares of Frontier conimon stock) plus the assumption of approximately $3.5 billion
principal amount of debt.

Frontier acquired approximately 4.0 million access lines in the Transaction. As a result, the Company is the nation's
largest communications services provider focused on rural areas and small and medium-sized towns and cities in 27 states,
and the nation*s tlflh largest Incumbent Local Exchange Carrier (ILEC), with approximately 5.7 million access lines, 1.7
million broadband connections and 14,800 employees as of Decetnber 31,2010.

Revenue was $3.8 billion in 2010. On a pro forms basis, assuming the Transaction had occurred on January I, 2010, our
revenues would have been approximately $57 billion for the year ended December 31, 2010.

Based an the level of debt incurred and the additional cash flows resulting from the Transaction, our capacity to service our
debt bas been significantly enhanced ss compared to our capacity immediately prior to the Merger, although our overall
ilebt increased, At December 31, 2010, the ratio of our net debt to adjusted operating cash flow ("leverage ratio") was 2.98
times.

lsseaaee of Debt Securities, fetter of Credit Facility aad Credit Facility
On March 23, 2010, we entered into a $750 0 million revolving credit facility (the Credit Facility) that became effective on
July I, 2010, concurrently with the closing of the Merger and the termination of the Company's previously existing
revolving credit facility,

On April 12, 2010, and in anticipation of the Merger, the Vcrizon subsidiary then holding the assets of the Acquired
Business conipleted a private oflering of $3.2 billion aggregate principal amount of senior nates. Upon completion af the
Merger on July I, 2010, we entered into a supplemental indenture with The Bank of New York Mellon, as Trustee,
pursuant to which we assumed the obligations under the senior nates. The senior notes consist of $500.0 million aggregate
principal amount of Senior Notes due 2015, $1.1 billion aggregate principal amount of Senior Notes due 2017, $1.1 billion
aggregate principal amount of Senior Notes due 2020 and S500.0 million aggregate principal amount of Senior Notes due
2022.

On September 8, 2010, we entered into a $190.0 million unsecured letter of credit facility.

Dtvtdtwd Policy
During the first half of 2010, we continued to pay cash dividends at an annual rate of $1.00 per common share. Effective
July I, 2010, our Board of Directors set the annual cash dividend rate at $0.75 per share. Dividends are subject to
applicable law and within the discretion of our Board of Directors.

Prodtiet Grotvttt
During 2010, we added approximately 1,061,200 new High-Speed Intemct (HSI) subscribers, including 1,045,000 as a
result of the Transaction. At December 31, 2010, we had approximately 1,697,200 HSI customers. Throughout our
properties, we offer a video pmduct through DISH Network (DISH) and DirecTV and, in addition, we offer fiber optic
video services in three states, Vve added approximately 358,500 video subscribers during 2010, including 345,900 as a
result of the Transaction. At December 31, 2010, we had appmximately 531,400 video customers.

Castotaer Reventte
During 2010, our customer revenue from both residential and business customers for our Frontier legacy operations was
$1,721,7 million, and our average monthly customer revenue per access line improved by $2.86, or 4%, to $69.89.

.Icces.tab(tres
During 2010, our rate of access line loss t'or our Frontier legacy operations improved from the prior year, and the rate of
access line loss for the acquired Territories improved sequentially from tlie third quarter to the founh quarter of 20!0. Ive
believe this is primarily attributable to customer recognition of the value of our products, services and bundled options,
fewer residential moves out of territory, tewer inoves by businesses to competitors and our ability to compete with cable
telephony in a maturing market place.
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FRONTIFR COMi41UNICATIONS CORPORATION AND SUBSIDIARIES

Conununlcatlons Services

As ot December 31, 2010, we operated as an incunibent local exchange carrier (ILEC) in 27 stateb

Our business is with both residential and business customers. Our services include:

local mid long distance voice services, '

data arid internet services;

access services;

directory services; and

video services,

Frontier is the incumbent local exchange carrier in alinost all of the markets wc serve and provides the "last mile" of telecommunications services to
residential and business customers in these niarkets.

Conipctltlve Strengths

IVe believe that we are distinguished by the following competitive strengths:

Enhmrced sca/e mid scope Our increased scale and scope fallowing the Transaction agows us to leverage our comnion support functions and systents (such
as corporate administrative Iimctions, inlbrmation technology and network systems) for both operating expense and capital expenditure synergies. See
"Management's Discussion and Analysis of Financial Condition and Results of Operations Expected cost savings resulting from the Merger, "

Ilroader focrprfnt mrd greater revenue opporrrrnlrles. Although prior to the Merger, we operated in I I of the Id states in which the Acquired Business
operated, the ILEC footprints of our Frontier legacy business and the Acquired Business do not overlap. In addition, the customers of the Acquired Business
generally have a profile similar in clmracteristics such as age, income and property ownership to our legacy customers. We therefore have a broader operating
footprint that provides greater revenue opportunities through the expansion of our existing operating strategies into the acquired Territories, through greater
broadband penetration and through new product and services offerings in Ihe acquired Territories.

FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES
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FIIOiNTIER COMIvtUNICATIONS CORPORATION AiND SUBSIDIARIES

Strong Jlaaaeialprojrfe wit/i lower leverage. For the year ended December 31, 2010, on a pro forms basis, assuming the Transaction had occurred in January
I, 2010, we would have generated revenue of approximately $5 7 biffion, compared to revenue of approximately $2, 1 billion for Frontier legacy operations for
tire year ended December 31, 2009. Taking into account the significant decrease in our leverage as a result of the Tmnsaction nnd the reduction of our annual
dividend rate to $0.75 per share of common stock effective July I, 2010, we have strengthened our balance sheet and improved the sustainability of our
annual dividend.

fgiperieaeed amimgemeni renai &virg proven track record ofsrrccessfirf basluess iiiregmrlen. IVe are managed by a senior management team with a proven
track record of successful busmess integration, as demonstrated by the team's integration of former GTE Corporation properties, former Global Crossing
properties and former Commonwealth and GVN businesses into Frontier, and the team's consolidation of five billing systems covering 2.1 million access
lines into a single system over the past seven years.

Company Strategies

The key elements ot'our strategy am as follows:

Erpmul bromlbaad foorprlrra IVe are concentrating on broadband as a core component oi our service offering and growth.
Consequently, we have earmarked capital expenditures for the expansion of broadband availability in the acquired Territories and view this expansion as an
opportunity to satisi'y customer needs and expectations, retain a greater number of customers and increase average revenue per customer. These capital
expenditures include enhancing the existing outside plant by pushing fiber deeper into the network, enhancing interoffice transport and expanding the

capability of our data backbone.

As at' Deccniber 31, 2010, approximately 70'/o of the households in the acquired Territories hsd access to our broadband products. As of December 31, 2010,
approximately 91N of the households in our legsoy temtories had access to our broadband products. In addition, in connection with the approval of the
Transaction by the Federal Communications Commission (FCC) and certain state regulatory commissions, we have committed to expand broadband
availability in mrtain areas of the acquired Territories. See" Regulatory Environment Regulation ot'our business. "

Eiigaace crisroraer Ioynfry tlirorrgfr local eiigegemear. We will continue our strategy of engaging tbe markets at the local level to ensure that we have a
customer-driven sales and service focus that differentiates us from our competitors. Our local markets, including those in the acquired Temtorles, are now
operated by local managers responsible for the customer experience, as well as the tinancial results, in those markets. We invest in infrastructure
improvements and enhancements each year, recognizing that the economic livelihood of the communities we serve wiff affect opportunities to grow the
business. IVe therefore have a vested interest in the economic development of the communities we serve, $Ve are also continuing our community involvement
pmctices to create a competitive advantage through long-term customer loyalty. IVe remain committed to providing best-in-class service throughout our
markets and, by doing so, we expect to maximize retention of current customers and gain new customers.

ffierease revemre per customer. IVe continue to apply the sales and marketing practices that we have historically employed throughout our markets,
including the sale of voice, data and video services as bundled packages and the use of promotions and incentives, including gifts such as personal computers,
digital cameras and giff cards, to drive market share. We believe these marketing strategies yield increased revenue per customer, strengthened customer
relationships and improved customer retention. In the acquired Territories, we have signiticantly enhanced the customer experience with our call center
representatives and field technicians. We tailor our services to the needs of our residential and business customers in the markets we serve and continually
evaluate the introduction of new and complimentary products and services. We are increasing broadband availability to the customer base in the acquired
Territories and, tluough innovative packages and promotions, plan to improve subscription rates for broadband services, We continue to offer direct
broadcast satellite services from DirecTV and DISIJ, fiber optic video services in certsm states and over-the-top internet video on our tvrvrv. myfitv. corn
website. As we strive to provide consumers with a diverse range of communications services, we continuously evaluate the viability of other communications
product alliances. In addition, we have implemented, and will continue to implement, several growth initiatives, including launching new products and
services ivith a t'ocus on areas that are growing or demonstrate meaningful demand, such as wireline and wireless HSI, satellite video products, internet
advertising and the "Frontier Peace of Mind" computer technical support. We will continue to focus on growing those products and services and to offer new
ones, should we determine that they would be attractive to our customers.

FI_.ONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Strong]i a cial nro/ile with lower leverage. For e year ended December 31 2010 olaproformabasis assu ning the Transaction had occurred in January
20 0, we wet _1 have generated revenue of approx mate y $5 7 b on compared to revenue ofapprox matsly $2,1 b I on for Frontier legacy operations tbr

tl_e year ended December 31, 2009. Taking noaceountthesgn ficantdecreaseirtourleverageasaresu of heTransaetiortandthereductionofourannual
dividend rate to S0.75 per sh_re of common stock effective July 1, 2010, we have strengt lened our balance sheet and improved tl e sustainabil ty of our

annual dividend.

Ea_verienced nanagement tea vith proven track record of sttccessfl I bttsitlesg i tegra Ion. We are managed by a senior management team with a proven
track record of successful business integration, as demonstrated by the team's in egra ion of former GTE Corporation properties, former Global Crossing

_roperties and former Commonwealth and GVN businesses into Frontier, and the team's consolidation of five billing systems covering 2.1 million access

lines nto a single system over he past seven years.

Company Slrategies

"Fhe key elements of our strategy are as follows:

Expand broadbandfootprhlt, We ate concen rang on broadband as a core component of our service offer ng and growth.
Conse 'ten we have earmarked capital expenditures for he expans on of broadband availability in the aeqt red Territories and view this expansion as an

e--ql-;-, Y" _,;_,_, e s omer needs and exnectations, retain a greater number of ctrstumers and increase average revenue per customer; These, eap!!a!

°xPPe°t_i_s'lnc'l_dj enhancing the existing outside plant by pushing fiber deeper into the network, enhancing interoffice transport ann expantilng me

capability of our data backbone.

Ao -'." v,_cember 3 2010 annroximatelv 70% of the households in the acqu red Territories had access to our broadbaa.d products. As of December 3 !, 20!O,
,o _,_.., ..... 9 _' of the _u,_,hnlds (n our egacy territor es had access to our broadband products. In addthon, in connection wltu tue appro, val o.i me

_PraVnsact'ion_ l_y he Federal Communications Commission (FCC) and ce_ain state regulatory commissions, we have eomm,tted to expand oroa,at, ana
availability in certain areas of the acquired Territories. See ",Regulatory Enwronment"Regumtton oI our ousmess.

Enhance customer Ioyalt_ through local engagemen_ We will continue our strategy of engaging the markets at the local level to ensure that we have a
customer-driven sales and service focus that differentiates us from our competitors. Our local markets, including those in the acquired Territories, are now
o crated b ocal managers respons b e for the cus oner exper ertce, as we as the finane a results in those markets• We invest in infrastructure

• nprovemenp Y.........s ann ennancemeta,, _,,,..,,t"."_'_,,........._,_..,',',o_,izin_othat the eeonom e ve hood of he communities we serve will affect opportumt!es" ' to grow the
business. We therefore have a vested interest n the economic development of the communities we serve. We are also continuing our commumty involvement

practices to crea e a competitive advan age hrough long-term customer loyalty. We remain committed to providing best-in-class service throughout our

markets and, by doblg so, we expect to maximize retention of current customers and gan new customers•

b crease revenue per customer. We con hue to apply he saes and marke ing practices that we have historically employed throughout our markets,
nc ,. d m, the sale of voice, data and v dee serv ces as bundled oaekages and he use of promotions and incentives including gif_ such as personal computers,

d g a cameras and g ft cards, to dr ve market s are We believe these marke ng s rateg es yield ncreased revenue per customer strengthened customer
relationships and improved customer retention. In the acquired Terr tories, we have significantly enhanced the customer experience with our ca ten er
representatives and field tee n cans We a or our services o _e needs of our residential and business cus omers in the markets we serve and continually
evaluate _.e ntrodue on of new and comp mentary products and serv ces We are inereas ng broadband availability to the customer base in the acquired

Territories and, _rough nnova ve packages and promot ons p an to reprove s _bscril?tion rates for broadband services, We continue to offer direct
broadens sae e serv ces from D reeTV and DISH fiber op e v dee serv ees n eertam states and over- e- op internet video on our www.myfitv.eora

website. As we strive to provide consumers with a diverse range ofcommun cations services, we con inuol sly eva t ate the viab ty of o her communica ions

product alliances, tn addition, we have implemented, and will con nue o mp ement several growth initiatives, including launching new products and
services with a locus on areas that are growing or demonstrate meanlngfid demand, such as wireline and wireless HSI, sa el e v dee produc s, ltuernet

advertising and the "Frontier Peace of Mind" computer technical support. We will continue to focus on growing those products and services and to offer new
ones, should we determine that they would be atiractive to our customers.



FRONTIER COI4llVIUNICATIONS CORPORATION AND SUBSIDIARIES

Ensure iniegraiian af i/ie rtcqairerf gasinesr. Effective with the closing of the Transaction, tire Acquired Business (other tlmn in )Vest Virginia) has been
operating on a coinmon Verizon replicated information systmns platform on an independent basis, and the Acquired Business in West Virginia has been
integrated on to our existing systems. Thc main integration effort required for us to operate the Acqiiired Business (in 'ivest Virginia) immediately following
the Merger ives successfully completed prior to the closing of the Merger, freeing up our resources to implement further strategies to achieve cost savings and
drive revenue enhancements, including the information mid nenvork integration ilescribed below and the expansion of the broadband tootprint,

IVe continue to implement our "go to market" strategy in our new markets and to complete the conversions of all the remaining systems into onc
plattbnn, Our goal is to Imve the conversions completed by the end of 20I2.

increase operating efflcierrcles and realize cosi savings. We aim to achieve cost savings by applying our corporate adininistrative functions and information
technology and network systems to cover certain former Acquired Business functions (including certain functions formerly provided by Verizon, or other
third-party service providers, to the Acquired Business). We currently anticipate that our annualized cost synergies will reach approximately 5550 million and
will be fidly achieved by the end of 2012, when the Acquired Business's network and information technology systems and processes are fully integrated with
those of our legacy business. However, tliere cnn be no nssurancc that this lcvcl of cost savings will actually bc realized.

Groivrii riiroiigii seiecriie ecrirrfsfrierrs. XVe continue to evaluate and may pursue select strategic acquisitions that would enhance revenues and cash flows,
although until July 20 I 2 we are subject to certain restrictions on the acquisition, issuance, repurchase, or change of ownership of our capital stock. We will
continue to adhere to mir selective criteria in our acquisition analysis.

Services

XVe offer a broad portfolio of high-quality commimications services for residential and business customers in each of our markets. These include services
traditionally associated with local telephone companies, as well as other services such as long distance, Internet access, broadband-enabled services and video
services. We offer these services both a la carte and, increasingly, as bundled packages which arc purposely designed to simplify customer purchasing
decisions and to provide the customer with pricing discounts. IVe also offer incentives and promotions such ss gifls to influence customers to purchase or
retain certain services. KYe also enhance customer retention by offering one-, two- and three-year price protection plans under which customers commit to a
term in exchange for predictable pricing or other incentives and promotions. We are staffed locally with skilled technicians and supervisory personnel, which
enables us to provide efficiently and reliably an array of communications services to meet our customers' needs. Our call center operations and field
technicians are staffed with I 00'/s U.S.-based personnel.

Generation of Revenue

IVe generate revenue primarily by providing: (I) basic local and long distance voice wireline services to residential and business customers in our service
areas; (2) data and Internet services and wireless data services; (3) network access to interexchsnge carriers for origination and termination of lang distance
voice and data traffic; and (4) directory listing and advertising; and (5) sales of third party and owned video services.

Local imd long disrnace voice services. IVe provide basic telephone wireline services to residential and business customers in our service areas. Our service
areas are largely residential and generally less densely populated than the primary service areas of the largest ILECs. We also provide enhanced services to
our customers by ofl'ering a number of calling features, including call forwarding, conference calling, caller identification, voicemail and csfl waiting. All of
these local services are billed monthly in advance. Long distance nenvork service to and from points outside our operating territories are provided by
interconnection with the facilities of interexchange camera. Our long distance services are billed either as unlimited/fixed number of minutes in advance or
on a per minute-of-use basis.

FRONTIER COMMUNICATIONS COF.PORATION AND SUBSIDIARIES

Iz)tsure futegration of the Acquired Bttshtess. Efihctive wifu the closing of the Transaction, the Acquired Business (other than in West Virgfuia) has been
operating on a common Verizon replicated information systems p a form oil an ndependent bas s, and he Acqu red Bus ness in West Virginia has been

futegrated on to our existing systems. The main integration effort required for us to operate the Acqulred Business (in West Virginia) immediately following
_he Merger was successfully completed prior to the closing of the Merger freeing up our reso rces to _ap e nen fi rlher strategies o achieve cost savings and
drive revenue enhance ne s, fucfuding tile inforn'ta on and network integrat on descr bed below and the expansion offue broadband fuotprint.

We continue to implement our "go to market" strategy in our new markets and to complete the conversions of all the remaining systems into one
platfurnl. Our goal is to have the conversions completed by fue end of 20 I2.

Increase operating effleieneles attd realize cost savings. We aim to achieve cost savings by app y ng our corpora e administrative functions alld information

technology and network systems to cover certain former Acquired Bus ess rune o s ( ncd ng certain functions formerly provided by Verizon, or other

third-party service providers, to fue Acquired Business). We curren y an cipate that our anrtualized cost synergies will reach approximately $550 million and
will be fully achieved by the end of 2012 when the Acquired Business's network and fufurma oa technology systems and processes are fully integrated with
those of our legacy busfuess. However, there can be no assurance that fuis level of cost savings will actually he realized.

Growth through selective aequlsitlons. We continue to evafuate and may pursue select strategic acquisitions that would enhance revenues and cash flows,

although until July 2012 we are subject to certain restrictions on the acquisition, issuance, repurchase, or change of ownership of our capital stock. We will
continue to adhere to our selective criteria in onr acquisition analysis.

Services

We offer a broad portfolio of high-quality communications services for residential and business customers in each of our markets. These include services
traditionally associated with local telephone companies, as well as other services such as long distance, Interact access, broadband-enabled services and video

services. We offer these services both a la carte and, increasingly as bundled packages wh ch are purpose y designed to simplify customer purchasing
decisions and o provide the customer w fu pric ng discounts. We also offer incentives and promotions such as gifts to influence customers to purchase or
retain certain services. We also enhance customer retention by offer ng one- two- and three-year price pro ec on pans under which customers commit to a

term in exchange for predictable pricing or other incentives and promutions. We are staffed locally with skilled technicians and supervisory personnel, which

enables us to provide efficiently and reliably an array of communications services to meet oui" customers' needs. Our call center operations and field
technicians are staffed with 100% U.S.-based persorme

Generation of Revenue

We generate revenue primarily by providing: (1) basic local and long distance voice wire ne serv ees to res den a and b Isiness customers in our service

areas; (2) data and lnternet services and wireless daa services; (3) network access to interexebange carriers for origination and termination of long distance
voice and data traffic; and (4) directory lisfu_g and advertising; and (5) sales of third party and owned video services.

Local and long distance voice services. We provide basic telephone wireline services to residential and business customers in our service areas. Our service
areas are largely residential and generally less densely populated than the primary service areas of the largest ILECs. We also provide enhanced services to

our customers by offering a number of calling features, inehlding call forwarding, conference calling, caller identification, voieemail and call waiting. All of
these local services are billed monthly in advance. Long distance network service to and from points outside our operating territories are provided by
intercormection with the facilities of interexehange carriers. Our long distance services are billed either as unlimited/fixed number of minutes in advance or
on a per minute-of-use basis.
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)Ve also otfer packages of communications services. These packages permit customers to bundle their basic telephone line service with their choice of
enhanced, long distance, video and Internet services for a monthly fee or usage fee depending on the plan.

We ara continuing our efforts to increase the penetration of our enhanced services which may produce revenue with higher operating margins due to the
relatively low marginal operating costs necessary to offer such services. Integrating these services with other services may provide the opportunity to capture
an increased percentage of our customers' comniunications expenditures (waflet share).

Diira nnd laterner services. We otfer a wide range of wireline data services to our residential, commercial and carrier customers. Residential services include
HSI, dial up Internet, portal and e-mail products, and Peace of Mind services, such as hard drive back-up. Commercial and carriers services include Metro
Ethcmet; Dedicated Internet; Internet Protocol, optical, Muitiprotocot Label Switching (lv(PLS), and TDM data transport services. These services are all
supported by a gdxy help desk and an advanced Network Operations Center. Such services arc generafly otfered on a contract basis and the service is billed
on a fixed monthly recurring charge basis. Data and Internet services are typically billed monthly in advance.

Wc also offer ivireless data services in select markets utilizing networks that we own or operate. Long-term contracts are billed in advance on an annual or
senti-annual basis. End-user subscribers are billed in advance on a monthly recurring basis and colleges, universities and businesses are billed on a monthly
recurring basis for a fixed number of users. Hourly, daily and weekly casual end-users are billed by credit card at the time of use.

lcccss services. Our switched access services aflow other camera to use our facilities to originate and terminate their long distance voice and data
tratfic. These services are generally offered an a month-to-month basis and the service billed on a minutes-of-use basis. Access charges are based on access
rates filed with the FCC for interstate services and with the respective state regulatory agency for intrastate services. In addition, subsidies are received from
state and federal authorities based on the higher cost of providing telephone service to certain rural areas are a part of our access services revenue. Ivtonthly
recurring access service fees are billed in advance.

Directory .services. Directory services involves the provision of white and yellow page directories for residential and business listings. We provide tliis
service through third-party contractors. In most of our legacy markets, the third-party contractors are paid a percentage of revenues from the sale of
advertising in these directories. In our remaining legacy markets, we receive a flat fee from the contractors. In the acquired Temtories, we receive fees for
listing or advertising from white pages. Our directory service also includes "Frontier Pages, "an Internet-based directory service which generates advertising
revenues.

V/deo services. We otTer video services under an agency relationship with DISH in our legacy markets and with DirecTV in the acquired Temtories (other
than )Vest Virginia where we sell the DISH product and continue to support existing customers who have the DirecTV product). We receive from the
applicable satellite provider and recognize as revenue activation fees, other residual fees and nominal management, billing and collection fera )Ve also
purchase receivables at a discount and bill customers for the monthly services and remit those billings to the applicable satellite provider ivithout recognizing
any revenue. Additionally, we offer fiber optic video services on a selective basis in the states of indiana, Oregon and Washington.

IVe also continue to offer our ivww. myfitv, corn website which provides easy online access to video content, entertainment and news available on the
worldwide web. This service is available to consumers in and outside of our service territories.

FP,ONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

We also otter packages of communications services. These packages permit customers to bundle their basic telephone line service with their choice of
enhanced, long distance, video and tnternet services tbr a monthly fee or usage fee depending on tile plan.

We are contlnu ng our efforts o ncrease t le pone ra on of our enhanced services which may produce revenue with higher operating margins due to the
re a ve yow marginal operating costs necessary to offer such services. Integrating these services with other services may provide the opportunity to capture
an increased percentage of our customers' communications expenditures (wallet share).

Dtlta attd lnlernet services. We offer a wide range of wireline data services to our residential, commercial and carrier customers. Residential services include

HSI, dial up Interact, portal and e-mail products, and Peace of Mind services, such as hard drive back-up, Commercial and carriers services include Metro
Ethemet; Dedicated Interact; Internet Protocol, optical, MultiprotocoI Label Switching (MPLS), and TDM data transport services. These services are all
supported by a 24x7 e p desk and an advanced Network Operations Center. Such servtces are generally offered on a contract basis and the service is billed
on a fixed monthly recurring charge basis. Data and Interrtet services are typ ca y billed monthly in advance.

We also offer wireless data services in select markets utilizing networks that we own or operate. Long-term contracts are billed in advance on an anntmI or
semi-annual basis. End user subscribers are billed in advance on a notuhly recurring basis and colleges, universities and businesses are billed on a monthly

recurring basis for a fixed number of users. Hourly daily and weekly casual end-users are billed by credit card at the time of use.

Access sen,ices, Our switched access services allow other carriers to use our facilities to originate and terminate their long distance voice and data
traffic. These services are generally offered on a month-to-motuh basis and the service billed on a minutes-of-use basis. Access charges are based on access
rates filed with e FCC for inters a e serv cos and w h he respective state regu a cry agency for intrastate serv ces In addition, subsidies are received from
state and federal authorities based on the higher cost of providing te ephone service to eerta n rural areas are a part of our access serv cos revenue, Mot _ly

recurring access service fees are billed in advance.

Directory services. Directory services involves he prey s on of white and yellow page directories for residential and business listings. We provide this
serv ce hrough third-party con ractors. In most of our egacy markets, the third-party contrae ors are paid a percentage of revenues from the sale of
advertis ng n hose d rec cries n o't r rema n ng legacy markets we rece v,e a flat fee from,the contractors In the acquired Territories we receive fees for
listing or advertising from white pages. Our directory serv cea so ncludes Front er Pages, art nteme -based directory service which generates advertising
revenues.

Video services. We offer video serv cos under an agency relationship w th DISH in our legacy markets and with DireeTV in the acquired Territories (other
gmn West Virginia where we sell the DISH product and continue to support existing customers who have the DireeTV product). We receive from he
applicable satellite provider and recognize as revenue activation fees, other residual fees and nominal management, billing and collection fees. We also
pure ase rece vab es at a d scoun and bill customers for the monthly services and remit tliose billings to the applicable satellite provider without recognizing
arty revenue. Additionally, we offer fiber optic video serv cos on a selective basis in he states of Indiana, Oregon and Washington.

We also continue to offer our www.myfitv.com website which provides easy online access to video content, entertainment and news available on the
worldwide web. This service is available to consumers in and outside of our service territories.



Fxliibit 32.2

CERTIFICATION PURSUANT TO
I B U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SFCTION 906 OF THE SAREANES-OXLEY ACT OF 2002

In connection with the Annual Report of Frontier Cominunications Corporation (the "Company" ) on Form IO-K for the year ending December 31, 2010 as
tiled with the Securities and Exchnnge Commission on the date hereof(the "Rcport" ), I, Donald R. Shassian, Executive Vice Pmsidcnt and Chief Fiaancial
Otficer of thc Company, certify, pursuant to tg U.S.C. Section 1350, as adopted pursuant to Section 906 of the Srubanes-Oxley Act of 2002, that;

(I) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in ag material respects, the financial condition and results of operations of the Company.

ls/ Donald R. Shassian
Dotuild R. Shassian
Fxecutive Vice President and Chief Finatmial Oftlcer
I'cbruary 25, 2011

This certification is insde solely for pmpose of!B U.S.C. Section 1350, subject to the knowledge standard contained therein, and not for any other purpose.

rt signed origiiml of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that
appears in typed form within the electronic version of this written statement required by Section 906, has been provided to Frontier Conunonications
Corporation and will be retained by Prontier Communications Corporation and furnished to the Securities and Exchange Commission or its statf upon request.

Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C, SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF TttE SARBANES-OXLEY ACT OF 2002

• ' ofFronter Comnu caions Corporatol(he"Comp ny")o Form 0-Kfor e year end ng December 31, 2010 .as
In connection w_tl_ t.he An!real Report "_ommission on the date ereof (the "Report"), , Donald R. Shassian, Executive Vice President and Ch!ef Fmaneml, s all¢l _xcna[1 e t_
lde_ wlthdeSecmtte ." ' g ............. i n+oH,ut,xn_nttnSeetl heSarbanes-Ox eyAc of20Oz tnat,
Officer of the Company, cemfy, plgstlant to 1_ U,:>.u. _ectlon t_3u, as atmv.._ e................ on 906 of t

(1) Tile Report lidly complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of I934; and

(2) Tile information contained in tile Report fairly presents, in all materlal respects, lhe financial condition and results of operations of the Company,

/sJ Donald R. Shassian

Donald R. Shassian
Executive Vice President and Chief Financial Officer

February 25, 201 I

This certification is made solely for purpose of 18 U.S.C. See on 1350, sttl_jeet to the knowledge standard contained therein, and not for any other purpose.

- ' ' tement re u red b Section 906 or o er document al hen ieating, ack',ow edging or otherwise adopting tile signature that
A signed original i_f lhlS _vrtt ell sta q - Y _ .t.:_ fur ten s a em reclu red bg Sec o 1 906 has been provided to Frontier Cormnunications
aonears 1 ",/oed ornl w in tile electronic ver$1oll ot tnt_ .3, ....... 7----men t .. J l._ _oo_itloo -_ l_-¢e nnoe Cnlllllliss on or s s affl po I request,

_drporation and witl be retained by Frontier Communications corporation ana rumtsnett to tn_ ...................... .:,....



Pxlubit 32 I

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

hi connection with the Annual Report of Frontier Conununications Corporation (the "Company" ) on Form 10-K for the year ending December 31, 2010 as
bled with the Securities and Exchange Commission on the date hereof (the "Report" ), I, i4laty Agnes IVIIderotter, Chairman and Chief Executive OtEcer of
the Company, certify, pursimnt to Ig U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of2002, that;

(I) The Report fully complies with thc rmiuirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1936; and

(2) Thc information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Is/ Ma A nes IViklerotter

lilary Agnes Ivitderotter
Clmirnmn and Chief Executive OtTicer
Febniary 25, 2011

This certification is made solely far purpose of IS U.S.C. Section 1350, subject to the knowledge standard contained therein, and not tor any other purpose.

A signed original of this written statentent required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature
that appears in typed form within the electronic version of this written statement required by Section 906, has been provided to
Frontier Communications Corporation and will be retained by Frontier Communications Corporation and I'umished to the Securities and Exchange
Comniission or its staif ripen request.

Exhibit32.1

CERTIFICATIONPURSUANTTO
18U.S.C.SECTION1350

ASADOPTEDPURSUANTTO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Fro er Co m ca ons Corpora on (o"Company") on Form 10-K for the year ending December 31, 20 0 as
t]le.d with the Securities and Exchange Commission on the date hereof(the "Report"), l, MaryAgnes Wilderotter, ChainnanandChiefExecutiveOi_icerof
the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(l) The Report fidly complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results ofoperatlons of the Company.

/s/Mary A_nes Wilderotter
Mary Agnes Wilderotter
Chairman and Chief Executive Officer

Febrtlaxy 25, 2011

This certification is made solely for purpose of 18 U.S.C. Section 1350, subject to the knowledge standard contained therein, and not tbr any other purpose.

A signed original ofdds written statement required by Section 906, or other document authentieafing, acknowledging, or otherwise adopting the signalure
that appears in typed fern1 within the electronic version of this written statement required by Section 906, has been provided to

Frontier Communications Corporation and will be retained by Frontier Communications Corporation and furnished to the Securities and Exchange
Commission or its staffupon request.



S. Thc registmnt's other certifying ot'ticer and l have ilisciosed, based on our must recent evnluation of intenial control over tinancial reporting, to thc
registrant's auditors and Ihc audit committee of the registrant's board of directors (or persons pertorming Ihe equivalent tiinctions):

s) All significant &leficiencies arid material iveaknesses in Ihe design or operation of internal control over financial reporting which arc reasonably
likely to adversely at'feet the registrant's ability to record, process, summarize and rcport financial information; and

b) Any fraud, whether or not niaterial, that involves managemmit or other employees who have a significant rotc in the registrant's incrust control
over tinancial reporting.

Date: February 25, 2011
/s/ Donald R. Shassisn
Donald tt. Shassian
Evecutive Vice Presidmtt and Chief Financial Officer

5. Tbe registtant's other certifying officer and 1 have disclosed, based on our most recent evaluation of intenlal control over financial reporting, to the
reg s ran s auditors and the audit comndttee of the registrant's board of directors (or persons pertbrming the equivalent fimctions):

)A sg ficant_efieienciesandmaeda weaknessesil e des gn or operation of intemal control over financial reporting which are reasonabty
likely to adversely affect the reg strant s ability o record, process, s mmarize and report financ a 1formation; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role Jr, the registrant's internal control

over tinancial reporting.

Date: February 25, 2011

/sd Donald R. Shassian

Donald R. Shassian
Executive Vice President and Chief Financial Officer
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Fxhibit 31.2

I, Doiiald R, Sbassian, certify that:

I. I luive reviewed this annual report on Form 10-K of Frontier Communications Corporation;

2. 1)axed on my knowledge, this report does not contain any untrtie statement of a inaterial fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements &vere inade, not misleading with respect to the period covered by this report;

3. IIascd on my knowledge, the tinancial stateinents, and other tinaitcisl information included in this report, fairly present in all material respects thc
tlnancial condition, tesults of opemtions and cash flows of thc registrant as of, and for, the periods presented in titis report;

4. Tbe registrant's other certifying ofticer and I are responsible for establishing and maintaining disclosure controls and procedures (ss defined in
Exchange Act Rules 13a-15(e) and 15d-15(c)) and inten&al cuntrot over tinancial reporting (as deiined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to tbe registrant, inclading its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over tinancial reporting to be designed under our
supervision, to provide reasonable assurance regardiiig the reliability ot' financial reporting and the preparation of tinancial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
et't'activeness of the disclosure controls and procedures, as of the end ot'the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
ficcal quarter (the registrant's tourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over tinancial reporting; and

Exhibfl 31.2

CER'FIF1CATIONS

I, Donald R. Shassian, certify/that:

h l have reviewed this annual report on Form 10-K of Froutier Communications Corporation;

2. Based on my knowledge, this report does not contain any untnle stateme of a na erial fact or omit to sta e a material fac necessary o hake the

statements made, i llgl t of the circumstances under wl ich sucb statemen s were made, not mis cad ng with respect to the period covered by th_s report;

3. Based oft my knowledge, the gnaneial statements, and other g a e at nlbrma on ne ded _ this report lh fly present in alI material respects the
financial condition, rest ts ofopena ions a d casl flows oflhe regis rant as of, and for, tte per ods presented in tbis report;

4. The registranPs other certifying officer and I are responsible for es ab shing and maintaining d se ostre controls and procedures (as defined in

Exchange Act Rules 13a-I5(e) and 15d-15(e)) and inlemal control over financial reporting (as defined in Excbange Act R_.des 13a-15(f) and I5d-15(0) forthe registrant and have:

a) Designed such disclosure controls and procedures or ca sod suc disclos re con re s and procedures to be designed under our supervision, to
ensure th.lt m,_teflal information relating to the registrant ncd ng s co so da ed s Ibsidiaries is made known o us by others will n hose
ent t es, particularly during the period n w cl 1 is report is being prepared;

b) Designed such internal control over financial report ng or ca sod such nemal control over financial reporting to be designed under otr
supervision, to provide reasonable assurance regarding the re ability of fina c a reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

e) Evaluated the effectiveness of the registranPs disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report b,_sed on such evaluation; and

d) Disclosed in this report any change in the registranPs internal control over financial reporting that occurred during the registrant's most recent

fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registranPs internal control over financial reporting; and



5. Tlm registmnt's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over tinancial mporting, to the
regisirsnt s ouditors and thc ainiit connnittee of the registrant's board of directors (or persons performing tire equivalent fimctions)'t

a) All signiticant deficiencies and material weaknesses in the design or operation of intcmal control over financial reporting which arc
reasonably likely to adversely affec the registrant's ability to record, process, summarize and report financial information; and

0) Any tyaud, whether or not material, that involves management or other employees who have a signiticant role iri the registrant's internal control
over tinancial reportiiig.

Date: pebniary 25, 20l t

/s/ hla A nes tuilderotter
ivlary Agnes Wi)derotter
Chairman and Chief Executive Officer

5.Theregistmnt'sothereertil_ingofficerandI have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

reg stral s audl ors and tile attdit committee of the registrant's board of directors (or persons pertbrming tile equivalent fi.mctions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

re;_sonably likely to adversely affect tile registrant's ability to record, process, summarize and report financial information; and

' S

b) Any fraud, whether or not material, that involves management or other emp oyees who have a slgmficant role he regmtrant internal control

over financial reporting.

D_Lte: Febnlary 25, 201 |

/s/Ma_ A_nes Wilderotter

Mary Agnes Wilderotter
Chairman and Chief Executive officer



EXI IIBIT 31.1

CERT IFICATIONS

I, ixtary Agnes witderotter, certify that:

l. I have reviewed this annual report on Farm 10-K of Frontier Communications Corporation;

2. Based on my knowledge, this report does not contain any untnie statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements werc made, not niisleading with respect to the period covered by this rcport;

3. Based on my knowledge, the finmicial statements, and other tinancial infomiation included in this rcport, fairly present in all material respects the
tinancial condition, results of operations and cash tlows of the registrant as of, and for, the pcrioils prcscnted in this report',

rk The registrant's other certifying officer and I arc responsible for establishing and inaintaining disclosure controls and procedures (as defined in
Fxchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over tinancial reporting (as defined in fxchange Act Rules 13a-15(l) and 15d-15(I)) for
the registmnt and have. '

a) Designed such disclosure controls arid procedures, or caused such disclosure controls and procedures to bc designed under our supervision, to
ensure that material information relating to rhe registrant, inchxling its consoliilated subsidiaries, is made known to us by others within those
entities, pauicularly &luring the period in which this report is being pmpared;

b) Designed such internal control over tinancial reporting, or caused such internal control over financial reporting to be designed under our
supen ision, to provide reasonable assurance regarding the reliability ot' fioancial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the etyectiveness of the registrant's disclosure controls and procedures and presented in this report our cenciusions about the
otYectiveness of tbe disclosure controls and procedures, as of the end of the period covered by this n:port based ori such evaluation; and

d) Disclosed in this rcport any change in the registrant's internal control over financial reporting that occurred during tbe registrant's most recent
t)seal quarter (the registrani's fomth fiscal quarter in the case of an annual report) that bss materially affected, or is reasonably likely to
materially atTect, the registrant's internal control over tinancial reporting; and

EXIIIBIT31.1
CERTIFICATIONS

I,MaryAgnesWilderotter,certifythat:

1.I havereviewedthisannualreportonForm10-KofFrontierCommunicationsCorporation;

2.Basedon n"l_ knowledge, this report does not contain any unlrt e s a emen era ma er a fact or omit to sta e a material fact necessary o hake the
statements matte, ill [igl t of the cireutns antes under whlcl such statements were made, not mislead ng w th respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial infommtion included in this report, fairly present in all material respects tile
linancial condition, results of operations and cash flows of tbe registrant as oi; and for, the periods presented in Ihis report;

4. The registrant's other certifyblg officer and I are responsible tbr es ab s ng _nd ma a n ng d sc os re controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal centre over financial reporling (as defined in Exchange Act Rules 13a-15(0 and 15d-15(0 ) forIbe registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material inlbnnation relating to the registrant, including its consolidated subsidiaries, is made known to us by otbers within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused sttc[_ internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparatio0, of financial statements for external
ptlrposes in accord_Jnce with generally accepted aceountb_g principles;

e) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in tbis report our conehtsions about die
effectiveness of the disclosure controls and procedures, as of the end of tbe period covered by this report based on such evaluation; and

d) Disclosed in tbis report any change in the reglstrant's interna[ control over financial reporting tbat occurred during the registrant's most recent

fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) tbat has materially affected, or is reasonably likely to
materially ;ri'fect, the registrar_t's internal control over financial reporting; and



Eibibit 23.1

Consent of Independent Registered Public Accounting Flrni

Board af Directors and Shareholders
Frontier Connnunications Corporation;

Eve consent to the incotpomtion by refermice in the Registration Stateinents on Form S-3 (Nos. 333-158391 and 333-58044), and on Ponn S-8 (Vivos.

333-167932, 333-159508, 333-151248, 333-151247, 333-151246, 333-151245, 333-142636, 33-91054, 333-71821, 333-71597, 333-71029, 333-61432,
333-42972 and 33-48683), of Frontier Communications Corporation (the Company) and subsidiaries of our reports dated February 25, 2011 with respect to
the consolidated balance sfieets of Frontier Communications Corporation as of December 31, 2010 and 2009, and the related consolidated statements of
operations, equity, comprehensive income and cash flows for each of the years in the three-year period ended December 31, 2010, and the effectiveness of
iiitemal control over financial reporting as of December 31, 2010, which reports appear in the December 31, 2010 annual report on Form 10-K of Frontier
Communications Corporation. Our report on the etyectiveness of internal control over financial reporting as of December 31, 2010 contains an explanatory
poragraph that states that the Company acquired certain deiined assets and liabilities of tbe local exchange business and related landline activities of Vcrizon
Comimmications, Inc. (the Acquired Business) doring 2010 and management cxchided from its assessment of the etyectiveness of tfie Company's internal
control over financial repotting as of December 31, 2010, the Acquired Business' internal control over tinancial reporting associated with assets and revenues
ut'$4. 3 billion (24% of assets) and S 1.5 billion (40% of revenue), respectively, included in the consolidated fmancial statements of the Company as of and t'or

the year ended Decmnber 31, 20 t0. Our audit of internal control over tinancial reporting of Prontier Communications Corporation also excluded an evaluation
of internal contro! over financial reporting of tlmse assets and revenues of the Acquired Business.

is(KPMO LLP

Stamford, Connecticut
February 25, 2011

Exhihit23.1

Consent of Independent Registered Public Accounting Firm

Board of Directors and Sbarebolders
Frontier Communications Corporation:

• om 'o'_ b reference in the Reg stration Statements on Fonu S-3 (Nos, 333-i5839l and 333-58044), and on Form S-8 (Nos,\Ve consent to e mcorp y . -71821 333-71597 333-7 029, 333-6 432,
333-167932, 333-159508, 333-151248, 333-15.1247, 333-151246, 333-151245, 333-142636, 33 91054, 333 , •

of Frontier Commun cations Corporation (the Compar_y) a d subsidiaries of our reports dated February 25,2011 with respect to
333-42972 and 33-_8683), " ' - • • ,_ ......... e r',..P,,,ber 31 2010 a d 2009 and e related consolidated statements of
tile consolidated balance sheets of Frontier t_ommtmtcattons _otvutattvu aa ut ....... '

he slve income and cash flows for each of tbe years n e three-year per od ended December 31 2010, and tile effectiveness of
operations, equity, compre _ . _ _^._ , - _ _o ...... ;. ,'_ Decemb_,, • a a report on Form 10-K of Frontier

cma CO trol over financial reporting as ot Decemoer ,1, z;u[u_ _/ntc 1] l'epofr/_ a t:,_:a_:: u_: ...... :: 31o_c0e_[_l_[. 3 "20 0 con a sa n explnnato[_/

ration Our re oF[ o[1 tile C cc veness o[ lnlerIla con.r_. _-_t _.¢*.'..a_,t l_pu_]E, .a _ ,., . , ,... .

Communlcattons CO_Oat e Corn apae u red certain de ined assets and liabilities of _e ocal exchange business al_d re!ated lantttme activities el verlzon
paragraph that states t_ ....... _.4 Yus_ess" durin- 2010 and management exchtded from ts assessment of the effectlvene._s of tbe Company s internal
Couamunleatlons, Inc. tree _cqmL_.u ) e_

in as of December 3 , 20 0 he Acquired Bus hess' nernal centre over financial reporting associated with assets and revenues
control over finanetal repoB g ....... • ,.-,o: ^e ......... ", ,'_s,,ectivelv included in the consolidated financial s a emems of the Company as of and for
of $4.3 billion (24% eL assets) ana _ L._ ran!on _Tt_;0 o, v_-,_._,_,_-;, _ ._ ,_,,_, _Jl'rennrt n_ of Fron er Commun ca ons Corporation also excluded an evaluation

_e year ended Dece nber 3 20i0. Our m a ot mernat con rot ow ............. _---- o
of internal control over financial reporting of tbose assets and revenues of tbe Acquired Business•

/s/KPMO LLP

Stamford, Conneetioat

Febrttary 25,2011



Frontier Communications of the Carolinas Inc.
Frontier Communications of the South, LLC
Frontier Coinmunications of the Soutlnvest Inc.
Frontier Communications ofThorntown LLC
Frontier Comniunications of Virginia, Inc.
Frontier Communications of Vtroqua LLC
Frontier Communications of VVisconsin LLC
Frontier Communications Online and Long Distance Inc.
Frontier Connnunications 'IVest Coast Inc.
Frontier Directory Services Company, LLC
Frontier InfoServices inc.
Frontier Ivlidstates Inc.
Frontier Mobile LLC
Frontier North Inc.
Frontier Security Company
Frontier Subsidiary Telco LLC
Frontier TechServ, Inc,
Frontier Telephone of Rochester, Inc.
Frontier IVest Virginia tnc.
GVN Services
Mohave Cellular Liinited Partnership
Navajo Communications Company, Inc.
NCC Systems, Inc.
Ogden Telephone Company
Phone Trends, Inc,
Rhinelander Telecommunications, LLC
Rhinelander Telephone LLC
Rib Lake Cellular for Vvisconsin RSA¹3, inc.
Rib Lake Telecom, Inc.
T.rbLH. , Inc.

Delaware
Alabama
Delaivare
Indiana
Virginia r.
IVisconstn
IVisconsin
Delaware
Ca lifo mi a

Delaware
Delaware
Georgia
Delaware
IVisconstn
Delaware
Delaware
Delaware
New York
VVest Virginia
California
Delaware
New tvtexico
Texas
New York
View York
Ivisconsin
IVIsconstn
tvisconsin
tvisconstn
Delaware

Frontier Communications of the Carolinas Inc.
Frontier Communications of the South, LLC
Frontier Communications of the Southwest Inc.
Frontier Communications ofThorntown LLC
Frontier Communications of Virginia, Inc.
Frontier Communications of Viroqua LLC
Frontier Communications of Wisconsin LLC

Frontier Communications Online and Long Distance Inc.
Frontier Communications West Coast Inc.
Frontier Directory Services Company, LLC
Frontier InfoServices Inc.
Frontier Midstates Inc.
Frontier Mobile LLC
Frontier Norlh Inc.

Frontier Security Company
Frontier Subsidiary Telco LLC

- Frontier TechServ, Ine.
Frontier Telephone &Rochester, Inc.
Frontier West Virginia Inc.
GVN Services

Mohave Cellular Limited Partnership
Navajo Communications Company, Inc.
NCC Systems, Inc.
Ogden Telephone Company
Phone Trends, Inc.
Rhinelander Telecommunications, LLC
Rhinelander Telephone LLC
Rib Lake Cellular for Wisconsin RSA#3, Inc.
Rib Lake Telecom, Inc.
T.M.H., Inc.

Delaware
Alabama
Delaware
Indiana

Virginia
Wisconsin
Wisconsin
Delaware
California
Delaware
Delaware

Georgia
Delaware
Wisconsin
Delaware
Delaware
Delaware
New York
West Virginia
California
Delaware
New Mexico
Texas
New York
New York
Wisconsin
Wisconsin
Wisconsin
Wisconsin
Delaware



Exhibit 2I. I

Frontier Communications Corporation
Subsidiary List

Entlt iName

tic

LLC

LC

Iiic

L.L.C.
eer State LI.C
Mountains, Inc.

nia

C-DON Partnership
Citizens Capital Ventures Corp.
Citizens Directory Services Company L.L.C.
Citizens Louisiana Accounting Company
Citizens itlohave Cellular Company
Citizens NEIVCOtM Company
Citizens NEWTEL, LLC
Citizens Pennsylvania Company LLC
Citizens SERP Administration Coinpany
Citizens Telecom Services Company L.L.C.
Citizens Telecommunications Company of California I
Citizens Telecommunications Company of Idaho
Citizens Telecommunications Company of Illinois
Citizens Telecommunications Company of Minnesota,
Citizens Telecommunications Company of Montana
Citizens Telecommunications Company of Nebraska
Citizens Telecommunications Company of Nebraska L
Citizens Telecommunications Company of Nevada
Citizens Telecommunications Company ofNew York,
Citizens Teleconnnunications Company of Oregon
Citizens Telecommunications Company of Tennessee
Citizens Telecommunications Company of the Volunt
Citizens Telecommunications Company of the White
Citizens Telecommunications Company of Utah
Citizens Telecommunications Company of West Virgi
Citizens Utilities Capital L.P.
Citizens Utilities Rural Company, Inc.
Commonwealth Communication, LLC
Commonwealth Telephone Company LLC
Conimonwealth Telephone Enterprises LLC
Commonwealth Telephone Enterprises, LLC
Commonwealth Telephone Management Services, Inc.
Conference-Call USA, LLC
CTE Delaware Holdings, LLC
CTE Holdings, Inc.
CTE Services, Inc.
CTE Telecom, LLC
CTSI, LLC
CU Capital I.LC
CU Wireless Company LLC
Electric Lighuvave NY, LLC
Evans Telephone Holdings, Inc.
Fairmount Cellular LLC
Frontier Cable of VVIsconsln LLC
Frontier Communications - Midland, Inc.
Frontier Communications - Prairie, Inc.
Frontier Communications - Schuyler, Inc.
Frontier Communications -St. Croix LLC
Frontier Communications Corporate Services Inc.
Frontier Communications Corporation
Frontier Communications ILEC Holdings Inc.
Frontier Communications Northwest Inc.
Frontier Coaununications of Alabama, LLC
Frontier Communications of America, Inc.
Prontier Communications of AuSable Valley, Inc.
Frontier Communications of Breezewood, LLC
Frontier Communications of Canton, LLC
Frontier Communications of DePue, Inc,
Frontier Communications of Fairmount LLC
Frontier Communications of Georgia LLC
Frontier Communications of Illinois, Inc.
Frontier Communications of Indiana LI.C
Frontier Communications of iowa, LLC
Frontier Communications of Lakeside, Inc.
Frontier Communications of Lakewood, LLC
Frontier Communications of Lamer County, LLC
Frontier Communications of Michigan, Inc.
Frontier Communications of Minnesota, Inc.
Frontier Communications of Ivlississippi LLC
Frontier Communications of Mondovi LI.C
Frontier Communications of btt. Pulaski, Inc.
Frontier Communications of New York, Inc.
Frontier Communications oi'Orion, inc.
Frontier Communications of Osivayo River LLC
Frontier Communications of Pennsylvania, LLC
Frontier Comnamications of Rochester, inc.
Frontier Comniunications of Seneca-Gorham, Inc.
Frontier Communications of Sylvan Lake, Inc.

Domestic Jurisdiction
Pennsylvania
Delaivare
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
California
Delaware
illinois
Delaware
Delaware
Delaware
Delaivare
Nevada
New York
Delaware
Delaware
Delaware
Delaware
Delaware
'iVest Virginia
Delaware
Delaware
Delaware
Pennsylvania
Pennsylvania
Delaware
Pennsylvania
Delaware
Delaware
Pennsylvania
Pennsylvania
Pennsylvania
Pennsylvania
Delaware
Delaware
Delaware
De fawam
Georgia
IVisconsin
illinois
illinois
Illinois
Ivisconsin
Delaware
Delaware
Delaware
IVashington
Alabama
Delaware
New York
Pennsylvania
Pennsylvania
Illinois
Georgia
Georgia
illinois
Indiana
lowe
Illinois
Pennsylvania
Alabama
Ivtichigan
Minnesota
iblississippi
Wisconsin
illinois
View York
illinois
Pennsylvania
Pennsylvania
Delaware
New York
iVew York

Exhibit 21.1

Frontier Communications Corporation
Subsidiary List

Entity Name
Domestic Jurisdiction

C-DON Partnership
Citizens Capital Ventures Corp.
Citizens Directory Services Company L.L.C.
Citizens Louisiana Accounting Company
Citizens Mohave Cellular Company

Citizens NEWCOM Company
Citizens NEWTEL, LLC

Citizens pennsylvania Company LLC
Citizens SERP Administration Company
Citizens Telecom Services Company L.L.C.
Citizens Telecommunications Company of California Inc.
Citizens Telecommunications Company of Idaho
Citizens Telecommunications Company of Illinois

Citizens Telecommunications Company of Minnesota, LLC
Citizens Telecommunications Company of Montana
Citizens Telecommunications Company of Nebraska
Citizens Telecommunications Company of Nebraska LLC
Cit zens Telecommunications Company of Nevada

Citizens Telecommunications Company of New York, ne.
Citizens Telecommunications Company of Oregon
Citizens Telecommunications Company of Tennessee L.L.C.
Citizens Telecommunications Company of the Volunteer State LLC
Citizens Telecommunications Company of the White Mountains, Inc.

Citizens Te ecommunieations Company of Utah
Citizens Telecommunications Company of West V rg n a

Citizens Utilities Capital L.P.
Citizens Utilities Rural Company, Inc.
Commonwealth Communleation, LLC

Commonwealth Telephone Company LLC
Commonwealth Telephone Enterprises LLC
Commonwealth Telephone Enterprises, LLC
Commonwealth Telephone Management Services, Inc.
Conference-Call USA, LLC

CTE Delaware Holdings, LLC
CTE Holdings, lne.
CTE Services, Inc.
CTE Telecom, LLC

CTSI, LLC
CU Capital LLC
CU Wireless Company LLC
Electric Lightwave NY, LLC
Evans Telephone Holdings, Inc.
Fairmount Cellular LLC
Frontier Cable of Wisconsin LLC
Frontier Communications - Midland, Inc.
Frontier Communications - Prairie, Inc.

Frontier Communications - Schuyler, lne.
Frontier Communications - St. Croix LLC

Frontier Communications Corporate Services Inc.
Frontier Communications Corporation
Frontier Communications ILEC Holdings Inc.
Frontier Communications Northwest Inc.
Frontier Conurtunieations of Alabama, LLC
Frontier Communications of America, lne.
Frontier Communications of AuSable Valley, Inc.

Frontier Communications of Breezewood, LLC
Frontier Communleations of Canton, LLC
Frontier Communications of DePue, Inc.
Frontier Communications of Faimmunt LLC
Frontier Communications of Georgia LLC
Frontier Communications of Illinois, Inc.

Frontier Communications of Indiana LLC
Frontier Communications oflowa, LLC
Frontier Communications of Lakeside, Inc.
Frontier Communications of Lakewood, LLC
Frontier Communications of Lamar County, LLC
Frontier Communications of Michigan, lne.

Frontier Communications of Minnesota, Inc.
Frontier Communications of Mississippi LLC
Frontier Communications of Mondovi LLC
Frontier Communications of Mt. Pulaski, Inc.
Frontier Communications of New York, Inc.

Frontier Communications of Orion, Inc.
Frontier Communications of Oswayo River LLC
Frontier Communications of Pennsylvania, LLC
Frontier Comtnunieations of Rochester, Inc.

Frontier Communications of Seneca-Gotham, Inc.
Frontier Communications of Sylvan Lake, Inc.

Pennsylvania
Delaware
DeJaware
Delaware
Delaware

Delaware
Delaware
Delaware
Delaware

Delaware
California
Delaware
Illinois
Delaware

Delaware
Delaware
Delaware
Nevada
New York

Delaware
Delaware
Delaware
Delaware
Delaware

West Virginia
Delaware
Delaware
Delaware

Pennsylvania
Pennsylvania
Delaware

Pennsylvania
Delaware
Delaware

Pennsylvania
Pennsylvania
Pennsylvania
pennsylvania
Delaware
Delaware
Delaware

Delaware

Georgia
Wisconsin
Illinois
Illinois
Illinois
Wisconsin
Delaware
Delaware

Delaware

Washington
Alabama
Delaware
New York

Pennsylvania
Pennsylvania
Illinois

Georgia
Georgia
illinois
Indiana
1o_'a

illinois

Pennsylvania
Alabama

Michigan
Minnesota

Mississippi
Wisconsin
IIlinols
New York
Illinois

Pennsylvania
Pennsylvania
Delaware
New York
New York



Irrontler Conmtunlcatlons Corparation
Statements of the Ratio of Earnings to FRed Charges

(Dollars in Thousands)
(Unaudited)

Exhibit 12.1

2010
Years Ended Decentber 31

2009 2008 2007 2006

Pre-tax income t'rom continuing operations

(income) or loss from equity investecs

Pre-tsx income Irom continuing operations before (income) or
loss from equity investees

Fixed charges

Distributed income of equity investees

Interest capitalized

Preference security dividend requirements ofconsolidated subsidiaries

Orcome attributable to the noncontmlling interest in a partnership

Total earnings

Ratio of earnings to fixed charges

S 270,716 S 193,109 $290,770 $344,528 $394,800

367 ~994 ~4667 ~4655 136

270,349

541,750

780

(3,749)

192,115

388,554

1,532

(1,714)

286, 103

373,516

3,935

(2,796)

(214)

339,873 394,936

391,409 343,954

4,064

(2,857) (2,081)

(246) (642)

~3044 ~2398 ~1614 ~1860 ~4313

IA9 I 49 I 76 1.87 2.13

~$806 086 ~$578 089 ~$658 930 ~$730 383 ~$731 854

NOTE: The above calculation was performed in accordance with Regulation 8-K 229.503(d) Ratio of earnings to tixed charges.

Exhibit12.1
FrontierComnmnieattons Corporation

Statements of the Ratio of Earnings to Fixed Charges
Dollars in Thousands)

(Un.audited)

Pre-tax income from continuing operations

(income) or loss from equity investees

Pre4ax income from con0mling operations before (income) or
loss from equity investees

Fixed charges

Distributed income &equity investees

Interest capitalized

Preference security dividend requirements of consolidated subsidiaries

Income attributable to the noneontrolling interest in a partnership

Total eamlngs

Ratio of earnings to fixed charges

Years Ended December 31T
2010 2009 2008 2007

$ 270,716 $ I93,109 $ 290,770 $ 344,528 S

2006

394,800

136

270,349 192,I15 286,103 339,873 394,936

541,750 388,554 373,516 391,409 343,954

780 1,532 3,935 4,064

(3,749) (1,714) (2,796) (2,857) (2,08I)

(214) (246) (642)

_ s 658930 _

1.49 1.49 1.76 1.87 2.13

NOTE: The above calculation was performed in accordance with Regulafion S-K 229.503(d) Ratio of earnings to fixed charges.



As provided in the Indenture and subject to certain limitations therein set forth, this Debenture is transt'amble by the registered holder hereof on thc Security
I(agister of the Company, upon surrender ot' this Debenture for registration of transfer at the ot'tice or agency of the Company is the City of Chicago, State ot'

illinois accompanied by a written instniment or instruments of tmnsfer in form satisfactory to tire Coinpany or the Security Registrar duly executed by thc
rogistcrcdl holihr hereof or his attorney duly authorized in writing, and thereupon one or mora new Debentures of authorized denominations and for the same
aggregate principal amount and series will be issued to the designated transferee or transferees. No service charge will be made for any such transfer, but the
Company inay reqiiire paymer«of a sum su Pic(cut to cover any tax or other fovernmental charge payable in relation thereto.

prior to dne presentment for registration ot' transfer of this Debenture the Company, the Tnistee, any paying agent and any Security Registrar may deem and
tri it the registered holder hereof as the absolute owner hemof (whether or not this Debenture shall be overdue and notwithstanding any notice of ownership or
writing hereon made by anyone other than the Security Registrar) For the purpose of receiving payment of or on account of the principal hereof and (subject to
Section 2.03 of the Indenture) interest due hereon and for all other purposes, and neither thc Company nor the Tnistee nor any paying agent nor any Security
Registrar shall be atTected by miy notice to the contrary.

No recourse shall be had for the payment of the principal of or the interest on this Debenture, or for any claim based hereon, or othenvise in respect hereof, or
based on or in respect of the Indenture, against any incorporator, stockholder, officer or director, past, present or future, as such, of the Company or of miy
pre&lecessor or successor corporation, ivhether by virtue ofany constitution, statute or ntfe of law, or by the enforcement ofany assessment or penalty or
othenvise, all such liability being, by the acceptance hereof and as part of tlie consideration for the issuance hereof, expressly waived and released.

(INSERT Ip GLOBAL DEBENTURE. - The Depository by acceptance oF this Ci tubal Debenhire agrees that it will not sell, assign, transfer or othenvise
convey any beneficial interest in this Global Debenture unless such beneticial interest is in an amount equal to an authorized denomination for Debentures of
this series j

Capitalized terms used herein and not otherwise defined herein shall have the respective meanings set forth in the Indenture.

As provided in the hldenture and subject to certain limitations therein set forth, this Debenture is transl_mble by the registered holder hereof on the Security
_.e ster of the Company upon st rrender of s Debenture tbr registration of ransfer at the ottice or agency of the Company in the City of Chicago, State of
lllignois accompanied by a written instnlment or instruments of transfer in form satisfactory to the Company or the Security Registrar duly executed by the
registered hohter hereof or his attorney duly authorized it; writing, and thereupot_ one or more new Debentures of authorized denominations and tbr the same
aggrega e principal amount and series w be ssued to he deslgna ed ransferee or transferees. No service charge will be made for arty such transfer, but the
Company may require payment of a sum sufficient to cover any tax or other governmenta charge payab e n rein ion here o.

Prior to due resentment for regis ra on of transfer of this Debenture the Company, the Tnlstee, any pay ng agent and any Security Registrar may deem and
treat the regiPstered holder hereof as the absolute owner hereof (whether or not this Debenture shall be overdue and notwithstanding any notice of ownership or
writing hereon made by anyone other than le Security Reg s rat) for the pt rpose of receiving payment of or on account of the principal hereof and (subject t°
Section 2.03 of e ndenture) interest due hereon and for all other purposes, and neither the Company nor tile Trustee nor any paying agent nor al',y Security

Registrar shall be affected by any notice to the contrary.

No recourse shall be had for the payment of the principal of or the interest on this Debenture, or for any claim based hereon, or other,vise in respect hereof, or
based on or in respect of he ndenture, aga ns any incorpora or stockholder, officer or director, pas, present or thture, as such of the Company or of any
predecessor or successor corporation, whether by virtue of any eonst t,,lt on, statute or rnle of law, or by tile enforcement of any assessment or penalty or
olhep.vise, all such liability being, by the acceptance hereof and as part of the consideration for the issuance hereof, expressly waived and released.

[INSERT IF GLOBAL DEBENTURE - The Depository by acceptance of this Global Debenture agrees that it will not sell, assign, transfer or other,vise
convey any beneficial interest in this Global Debenture unless such beneficial interest is in all amount equal to an authorized denomination for Debentures of

this series.]

Capitalized terms used herein and not otherwise defined herein shall have the respective meanings set forth in the Indenture.



iVo reference herein to the Indenture and no provision of this Debenture or ot the Indenture shall «lter or impair the obligation of the Company, whiCh is
absolute and unconditional, to pay the principal of and interest on this Debenture at the times and place and at thc rate and in the money herein prescribed.

The Debentures are issuablc as registered Debentures ivithout coupons in denominations of S l,000 or any integral multiple thereof. Debentures may be
exchanged, upon presentation thereof for that purpose, at the oAice or agency of the Company in the City of Chicago, State of Illinois, for other Debentures ot'
;mthorized denomirmtions, and for a like aggregate principal amount and series, and upon payment of a sum sutTicient to cover any tax or other governmental
charge in relation thereto.

]The Debentures will not be redeemable prior to inaturity. ]

OR

[The Debentures may not be redeemed prior to . The Debentures may be redeemed on not less than 30 nor mare than GO days prior notice
given as provided in the Indenture, as a whole or from time to tiine in part, at the option of the Company, on any date or dates on or ader
and prior to maturity, at the applicable percentage of the principal amount thereof to be redeemed as set forth below under the heading "Redemption Price"
during the respective twelve month penods beginning of the years shown below:

Year Redemption Price

together, in each case, with scented interest to the date fixed For redemption (but if the date fixed for redemption is an interest payinent date, the interest
installment payable an such date shall be payable to the registered holder at the close of business on rhe applicable record date). ]

NoreferencehereintotheIndentureandnoprovisionofthisDebentureor of tile |ndenture shall alter or impair tile obIigation of the Company, which is
absolute and unconditional, to pay Ihe principal of and interest on this Debenture at lhe times and place and at the rate and in the money herein prescribed.

The Debentures are issuable as registered Debentures without coupons in denominations of$ I,O00 or any integral multiple thereof. Debentures may be
exchanged, upon presentation lhereof for that purpose at the ottice or agency of he Company in the Cty of Ch cage S ate of Illinois, for other Debentures of
atuhorized deno n at ons, and for a like aggregate principal amount and series, and upon payment of a sum sufticient to cover any tax or other governmental
charge in relation thereto.

[Tile Debentures will not be redeemable prior to maturity.]

OR

[Tbe Debentures may not be redeemed prior to . The Debentures may be redeemed on not less than 30 nor more than 60 days prior notice
given as provided in the Indenture, as a whole or from time to tbne in part, at the option of the Company, on any date or dates on or after
_nd prlor tu maturity, at the applicable _ercentage of the priricipat amount thereof to be redeemed as se forth be ow under the head ng ,,Redemotion Priced

urmg the respee tve twelve month permds beg nn ng -- of the years shown below:

Year Redemption Price

%

together, in each ease, with accrued interest to the date fixed for redemption (but if the date fixed for redemption is an interest payment date, the interest
installment payable on such date shall be payable to the registered bolder at the close of business on the applicable record date).]



lliis Debenture is one of a duly authorized series of Securities of the Company (herein sometimes referred to as the "Securities" ), all issued or to be issued in
one or more series under and pursnant. Io an Indenture dated as of Jmiuary I, 1994, duly executed and delivered behveen the Conipany and Bank of America
National Tnist and Savings Association, a national banking organization organized and existing under the laws of the United States of America and a First
Supplemental Indenture dated as of May I, !996 duly executed and delivered between the Company and The First National Bank of Chicago, a national
banking association organized and existing under the laws of the United Slates of America, (hereinatlcr retbrred to as the "Tnrstee") (ssid Indenture, as
:nnended and supplemented by the First Supplemental Indenture dated as of May I, 1996, is hereinafter referred to as the "Indenture" ), to which Indenture
reference is hereby made for a description of the rights, limitation of rights, obligations, duties mid immunities thereunder of the Tnistee, the Company and
tbe holders of the Securities. By the terms of the Indenture, the Securities are issuable in series which may vary as to amount, date of maturity, rate of interest
and in other respects as in the Indenture provided. This Debenture is one of the series designated on the face hereof (herein called the "Debentures" ) limited in
aggregate principal amount to $,000,000.

(1iVSERT IF GLOBAL DEBENTURE —This Global Debennire shall be exchangeable for Debentures in definitive form registered in the names ofpersons
other than the Depository or its nominee only if (i) tlm Depository notifies the Company that it is unwilling or unable to continue as the Depository or it'at any
time such Depository is no longer registered or in good standing under the Securities Exchange Act of 1934 or other applicable statute and a successor
depository is not appointed by the Company within 90 days or (ii) the Company executes and delivers to tfie Trustee an Officer's Certificate that the Global
Debenture shalt be so exchangeable. To the extent that the Global Debenture is exchangeable pursuant to the preceding sentence, it shall be exchangeable for
Debentures registered in such names as the Depository slmll direct.

Nonvithstanding any other provision herein, this Global Debenture may not be transferred except as a whole by the Depository to a nominee of such
Depository or by a nominee of such Depository to such Depository or another nominee of such Depository. j

In case an Event of Default, as defined in the Indenture, with respect to the Debennrres shall have ocean ed and be contimiing, the principal of all of!hc
Debentures may be declared, and upon such declaration shall become, due and payable, in the manner, with the effect and subject to the conditions provided
in tire Indenture.

The Indenture contains provisions permitting the Company and the Trustee, with the consent of the holders of not less than a majority in aggregate principal
amount of tbe Securities of each series aifected at the tinie outstanding, as defined in the Indenture, to execute supplemental indenhrres for the purpose of
adding any provisions to or changing in any manner or eliminating any of the provisions of the indenture or of any supplemental indenture or of modifying in
any manner the rights of the holders of the Securities; provided, however, that no such supplemental indenture shall (i) extend the fixed maturity of any
Securities of any series, or reduce the principal amount thereof, or reduce the rate or extend the time of payment of interest thereon, or reduce any premium
payable upon the redemption thereof, without the consent of the holder of each Security so affected or (ii) reduce the aforesaid percentage ot'Securities, the
holders of which are required to consent to any such supplemental indenture, without the consent of the holders of each Security then outstanding and aiiected
thereby. Thc Indenture also contains provisions permitting the holders of a majority in aggregate principal amount of the Securities of any series at the time

'

outstanding, on behalf of the holders of Securities of sirch series, to waive any past default in the performance of any of the covenants contained in the
Indenture, or established pursuant to the Indenture with respect to such series, and its consequences, except a default in the payment of the principal of, or
premium, if any, or interest on any of the Securities of such series. Any such consent or waiver by the registered holder of this Debenture (unlem revoked as
provided in the Indenture) shall be conclusive and binding upon such holder and upon all future holders and owners of this Debenture and of any Debenture
issued in exchange herefor or in place hereof (whether by registration of transfer or otherwise), irrespective of whether or not any notation of such consent or
waiver is made upon this Debenture.

ThisDebentureisoneofa duly audtorized series of Securities of the Company (herein sometimes referred to as the "Securities"), all issued or to be issued in
- - , _e,.tr_ hldonmr.'_da ed as of January 1 1994 duly executed and t e vered between the Contpany and Bank of America

r es [ nGer anQ [sl atl_ _ a ............ • . ' "
one or m_e se e • a p ._,;.ti.. _ nnrl.nal baakin_ organ za on organ zed and ex sting under the laws of fl_e Ututed States of Amertca and. a t-lrst
NatioNal [rlEst aIKI paY rigs . ._s_,u ......... _ u , ' . . • ,

• 96d exec edandde vcred between the Company and T eFirstNa o alBankofChlcago ana ona_
Supplemental !ndenture dated as of N a3( l, 19j .,- Yt...... ,.,_._ r [..;,oa _* • mer ca there nat_er relbrred to as the "Trt see") (said Indenture, ,as
banking asSoclahon organlzeo ann existing unuer tile ,.,._ u_ L._ ta.._ o,_._s of A ,
• • a ds eme edb theFts Suppene_ta_ndenturedatedas_fMay_996_isherenafterreferredt_asthe_'_ndenture')_t_whi_h_ndenture
_rnedn_;d _snher_ made for _deseription of the rights, limitation of rights, obligations, duties and immunities thereunder of the Trustee, the Company and
the holders of the Securities. By the terms of the Indenture, the Securities are issuabIe in series which may vary as to amount, date of maturity, rate &interest

and in other respects as in the lndeo.ture provided. Th s Debenture is one of the series designated on the face hereof(herein called the "Debentures") limited in
aggregate principal amount to S ,000,000.

GLOBAL DEBENTURE - This Global Debentt re sha beexchangeabeforDebenturesindefinitivefotmregisteredlnthenamesofpers°ns
[otNSrEthRTn1Fe Depository or its nominee only if(i)the Depository notifies fi'te Company that it is unwiging or unable to continue as the Depository or if at any

red or in pod stand n nder he Securities Exe "_angeAct of 934 or o er app cab e s a ute and a successor
time such De,,os pry is no longer reg s e g g • ' Certificate that the G oba
clen.gilorv i v a_-t_ointed bY the Corn a within 90 days or (it) the Company executes and dehvers to the Trusteean Officer s "__,,..n _._ _...,.h._,,_-,-. fir
7..Z,_..:_. _ .s not_du ' _-._',-han',::,eahleTp they extent at the Global Debentt re s exchangeable pursuant to tue preeeomg sentence, l................. ble o
_et_enrt re s,,a.. ........... _.-- •
Debentures registered in such names as tbe Depository shall direct.

Notwi hs anding any o her provision here n I is Globa Debenture may not be transferred except as a whole by the Depository to a nominee of such
Depository or by a nominee of such Depository to such Depository or another nominee of such Depository.] .

n of Defat as defined in the Indenture, with respec to the Debentures sha have occurred and be eontimling, the principal of all of the
t.,eoentures_case an EVemay_,_t'__,.re_,n--I'.-.,__-nd w,on- such dec ara on shall become due and payable, in the manner, with"the effect and subject" to the conditions"" provided

in the Indenture.

con a ns revisions ermitting the Company and t e Trustee, w h the consent of the holders of not less than a majority in aggregate principal
The Indenture " P _ P. _,. ^a ........ and n,_ as defined n he lndentt re, o excel e supplemental indentures for the purpose of
amount of the Securities el cacti series aliegtgu a_ u_ _._ _...o. ,_

• roy sons o or ehan ing in any manner or elin'dnating any of the provisions of the Indenture or of any supplemental indenture or of modifying in
adding any p . ""-_ _-^t_g-_ -f he Securities • ,_rovided however) that no such supplemental indenture shall (it extend the fixed m,atufity of any.
any manner ae rlgat.s otm_ .y,,_,-,_., . :--_ ..... ',.v,_.o.--e .r red lee the m e or ex end he ime of pay nent of interest thereon, or re_auce any l_remlum
Securlttesotanysenes,°rre°ucemepr_nc_v_L,amvu_""_"_,*'_,S',5--''S_-._hq_o _ tv¢. affec ed or (lit reduce the aforesaid percentage of Securtues, the

thereden on hereof, w Itout tneconsentoIulenoluerotc-_ ........ • ........... . . - . _ .
payable upon • Plirerl to,consent to any such suoolementa inden ure, w thout the consent of the holders of each Security then outstanding and attectea
nol(lefs oi which are req .......... - --

b The Indenture also con a ns provisions perm t ng the hotde_ era majority n aggregate principal amount of the Securities of any series at the time '
there y_; .... h,._alfof the holders of Securities of such series, to waive any past default in the performance of any of the covenants contalr_ed tn _he. c,r
_tt _at_re_Trest_- i s ed 'm rsua ",tto the denture w h respect to such series, and its consequences, except a de_ault m the payment orme pr nClPr_tvo_ed a s

_mium,'if any, or intere_st on any of the Securities of such series. Any such co,'.sent or waiver by the reglsterea nomer or tnls t.,eoenmre _umess ,_

_ssueo.m ex_l_e2g_e_n_e_o.Sha,,,b_ec°ncl_usiveand b nd ng upon such holder and upon all fltture elders and owners of this Debenture and of any Debentureprovldcdm . ,. ..!.__:__t..o_._reof,.whetherb..,.reoistra onoftransferorotherwise),irrespectiveofwhetherornotanynotatmnofsuehconsent°r

waiver is made upon this Debenture,



This Debenture sin&ll not bc eotitlc&l to any benetit under the h&ilcnture hereinafter ret'erred to, or be valid or become obligatory for aoy purpose, until thc
Certificate of Authentication hereon shall have been signed by or on behalf of the Tnistee.

The provisions ot'this Debenn&re are i ontinued on thc reverse side hereat and such continued provisioi&s shall for all purposes have the same etfect as though
fully set forth at this place.

IN &VITNESS IVHEREOF, the Company has caused this instrument to be executed.

Dated: GTE NORTH INCORPORATED

President

Attest:
)

By
Secretary

ILLINOIS COIVIMERCE COMSHSSION
IDENTIFICATION NO. 5992

(FORM OF CERTIFICATE OF AUTHENTICATION)

CERTIFICATE OF AUTI IENTICATION

This is one of the Securities of the series designated herein referred to in the within-mentioned Indenture.

The First National Bank of Chicago
as Trustee, Authenticating Agent and

Security Registrar

By
Authorize Signatoty

(FORM OF RFVERSE OF DEBENTURE)

Attest:
I)

By

Secretary

This Debenture shall not be entitled to any benetit tinder the Indenture bereinalter ret?rred to, or be valid or become obligatory for any purpose, until the
Certificate of Authentication bereon shall have been signed by or on behalf of the Tntstee.

The provisions of this Debena._re are continued o_l the reverse s de ereofand s _c cont nued prov s o s s a for all purposes bare the same eft?ct as though
fidly set forth at this p ace.

IN WITNESS WHEREOF, tbe Company has caused this instrument to be executed.

Dated: GTE NORTH INCORPORATED

By
President

ILLINOIS COMMERCE COMMISSION
IDENTIFICATION NO. 5992

(FORM OF CERTIFICATE OF AUTHENTICATION)

CERTIFICATE OF AUTI IENTICATION

This is one of the Securities of the series designated herein referred to in the within-menEoned Indenture.

The First National Bank of Chicago
as Trustee, Authenticating Agent and

Security Registrar

By

Authorized Signatory
(FORM OF REVERSE OF DEBENTURE)



Exhibit A26

FORM OF NEIV DEBENTURE

(FORM OF FACE QF DEBENTURE)

[IfDebenture is a Global Debenture, insert the following:

EXCEPT AS OTHERWISE PROVIDFD IN SFCTION 2.11 OF THE INDENTURE, THIS GLOBAL DFBENTURE iMAY BF.TRANSFERRED, IN
IVHOLE BUT NOT IN PART, ON( Y TO ANOTHER NOMINEE OF THE DEPOSITORY OR TO A SUCCESSOR DEPOSITORY OR TO A iNOlvHNEE
OF SUCH SUCCESSOR DEPOSITORY. )

[IfThe Depository Trust Company is the Depository, insert the fallowing:

Unless this certificate is presented by an authorized mpresentative of The Depository Tnist Company, a New York corporation ("DTC"), to the Company or
its agent for registration of trmisfer, exchange, or payment, and any certificate issued is registered in the name of DTC (and any payment is made to Cede (k
Co, or to such other entity as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE
OR OTII BR)VISE BY OR TO AN Y PERSON IS IVRONGFUL inasmuch as the registered owner hereof, Cede cq Co, , has an interest herein ]

No.

GTE North Incorporated
% Debmitures, Series, Due

GTE North Incorporated, a corporation duly organized and existing under the laws of the State of Wisconsin (herein referred to as the "Company" ), for vnlue
received, hereby promises to pay to or registered assigns, the principal sum of Dollars on
nnd to pay interest on said principal sum from or from the most recent interest payment date to which interest has been paid or duly
provided for, semi-annually on and in each year, commencing , at the rate of % per annum until the principal
hereof shall have become due and payable, and on any overdue principal and (to the extent that payment of such interest is enforceable under applicable law)
on any overdue installmmit of interest at the same rate per annum. The interest install nient so payable, and punctually paid or duly provided for, on any
interest payment date will, as provided in the Indenture hereinaffer referred to, be paid to the person in whose name this Debenture (or one or niore
Predecessor Securities, as defined in said Indenture) is registered at the close of business on the regular record date for such interest installment, which shall
be the or, as the case may be (whether or not a businem day), next preceding such interest payment date. Any such interest
installment not so punctually paid or duly provided for shall forthwith cease to be payable to the registered holder on such regular record date, and may be
paid to the person in whose name this Debenture (or one or more Predecessor Securities) is registered at the close of business on a special record date to be
tixed by the Trustee for the payment of such defaulted interest, notice whereof shall be given to the registered holders of this series of Debentures not less
titan 10 days prior to such special record date, or may be paid at any time in any other lawful manner not inconsistent with the requirements ofany securiiies
exchange on which the Debentures may be listed, and upon such notice as may be required by such exchange, all as more fidly provided in the Indenture
hereinafter referred to. The principal of and the interest on this Debenture shall be payable at the office or agency of the Company maintained for that purpose
in thc City of Chicago, State of tllinois in any coin or currency of the United States of America which at Ihe time of payment is legal tender for payment of
public and private debts; provided, however, that payment of interest may be made at the option of the Company by check mailed to the registered holder at
such address as shall appear in the Security Register.

Exhibit4.26

FORMOFNEWDEBENTURE
(FORMOFFACEOFDEBENTURE)

[IfDebentureisaGlobalDebenture,insertthelbllowing:
EXCEPTASOTHERWISEPROVIDEDINSECTION2.11OFTHEINDENTURE,THISGLOBALDEBENTUREMAYBETRANSFERRED, IN
WHOLE BUTNOT IN PART, ONLY TO ANOTHER NOMINEE OF THE DEPOSITORY ORTO A SUCCESSOR DEPOSITORY OR TO A NOMINEE

OF SUCH SUCCESSOR DEPOSITORY.]

[If The Depository Trast Company is the Depository, insert tbe following:

. . " " ' _ n or
U ess scertficae spresenedbyanau mrlzedrepresentatlveofTleDeposltoryTnlstCompany, aNewYorkcorporafion( DTC ),totbeCompa y

its agent for reg s ra ion of transfer exchange or payment, and any certificate issued is registered in the name of DTC (and any payment is made to Cede &
Co. or to such other entity as is requested by an author zed representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF FOR VALUE
OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as tbe registered owner hereof, Cede & Co., has an interest herein.]

No, $

GTE North Incorporated

Debentures, Series _, Due __

GTENorthlncorporated, acorporalontuyorgamzedandexls ngtnder he awsof eSaeofWseons'rt(herenreferredtuasthe Company '). for value

received, bereby promises tu pay to or registered assigns, tile principal sum of Dollars on
and to pay interest on said principal sum from , or from the most recent interest payment date to which interest has been paid or duly
prov ded for. sem -annually on and in each year, comme icing , at the rote of % per annum until the principal
hereof shall have become due and payable, and on arty overdue principal and (to the extent that payment of such interest is enforceable under applicaote taw)

on any overdue installment of itueres at t e same ra e per annum. The interest installment so payable, and punctually paid or duly provided for, on arty
interest payment date will, as provided in the Indenture hereinafter referred to, be paid to the person in whose name tbis Debenture (or one or more
Predecessor Securities, as defined in said lndenmm) is registered at the close of business on the regular record date for such interest installment, which shall
be the or , as he case may be (w e her or not a brininess day), next preceding such interest payment date. Any such interest

installment not so punctually p a_d-o r duly provided for shaII forthwith cease to be payable to the registered holder on such regular record date, and may be

pad o he person in whose name h s Debenture (or one or note Predecessor Scour es) is registered at the close of business on a special record date to be
fixed by the Trustee for the payment of such defaulted interest, notice whereof sha be given to t le reg stered holders of thls series of Debentures not Iess
than 10 days prior to such special record date, or may be paid at any time in any other lawthl manner not inconsistent with the requirements of any securities
exchange on which the Debentures may be listed, and upon such notice as may be required by such exchange, all as more fitlly provided in the Indenture
hereinafter referred to. Tbe principal of and tbe interest on this Debenture shall be payable at the office or agency of the Company maintained for that purpose
in the City of Chicago, State of Illinois in any coin or currency of the United States of America which at the time of payment is legal tender for payment of

public and private debts provided, however, that payment of interest may be made at the option of the Company by check mailed to the registered holder at
such address as shall appear in the Security Reg ster.



At December 31, 20 I 0, tvc have outstanding pert'onnance letters of credit as follows:

(3 irr rfrorrsondr)

Public Service Commission of West Virginia
CNA
State of Ncw York
Other

Total

I 90,000
38,159

t,042
705

S 229 906

CNA serves as our agent with respect to general liability claims (auto, workers compensation and other insured perils ot'the Company). As our agent,
they administer all claims and make payments for claims on our behalF, tye reimburse CNA for such services upon presentation of their invoice. To
serve as our agent and make payments on our bclmlf, CNA requires that we establish a letter of credit in their favor. CNA could potentially draw
against this letter of credit if we failed to reimburse CNA in accordance with the terms of our agreement. The value of the letter of credit is reviewed
nnnually and adjusted based on claims history.

None of the above letters of credit restrict our cash balances.

At December 3 I, 20l 0, we have outstanding perlbnnance letters of credit as tbllows:

(S in thousands)

Publie Sergiee Commission of West Virginia S 190,000
CNA 38,159
State of New York 1,042
Other 705

Total S 229_906

CNA serves as our agent with respect to general liability claims (auto workers co npensation a _d o ]er nsured per s of he Company) As our agent,
they administer all claims and make payments for claims on our behalf. We reimburse CNA for such services upon presentation of their invoice. To
serve as our agent and make payments on our behalf, CNA requires that we establish a letter of credit in their favor, CNA could potentially draw
against this letter of credit if we failed to reimburse CNA in accordance with the terms of our agreement. The value of the letter of credit is reviewed
annually and adjusted based on claims history.

None of the above letters of credit restrict our cash balances.



IVe cvnrluct certain of our openitions in leased prwnises mid also lease certnin equipmcnt and other assets pursuant to operating leases. The lease
arrnngements have terms ranging from I to 99 years and several contain nuit escalation clauses providing for increases in monthly rent at specitic
intervals. 'IVhen rent escalation clauses exist, wc record annual rental expense based on the total expected rent payments on a straight-line basis aver
the lease tenn. Certain leases also have renews( options. Renewal options that are reasonably assun:d are included in determining the lease tenn,
Future miniinum rental commitments for all long-term noncancelable operating leases as of December 31,2010 are ns follows:

(5 in Illonsonr(s) Operating
I.esses

Year ending December 31:
2011
2012
2013
2014
20(5

Thereafter
Total minimum lease payments

$68,087
19,061
12,511
9,975
3,018

Total rental expense included in our consolidated statements of operations for the years ended December 31, 2010, 2009 and 2008 was $48.5 million,
$25,9 million;md $24.3 million, respectively.

We are a party to contracts with several unrelated long distance carriers. The contracts provide fees based on traftlc they carry for us subject to
miniinum monthly fees.

At December 31, 2010, the estimated future payments for obligations under our noncancelable long distance contracts and service agreements are as
follows:

(5 Jn Ihousnnrb)

Year
2011
2012
2013
2014
2015

Thereager
Total

Amount$45,722
33,829
29,053

256
192

KVe sold all of our utility businesses as of April I, 2004. However, we have retained a potential payment obligation associated with our previous
electric utility activities in the State of Vermont. Tlie Vermont Joint Owners (VJO), a consortium of 14 Vemiont utilities, including us, entered into a
purchase power agreement with Hydro-Quebec in 1987. The agreement contains "step-up" provisions that state that if any VJO member defaults on
its purchase obligation under the contract to purchase power from Hydro-Quebec, then the other VJO participants will assume responsibility for the
defaulting party's share an a pro-rata basis. Our pro-rata sharc of the purchase power obligation is IO'/o. If any member of the VJO defaults on its
obligations under the Hydro-Quebec agreement, then the remaining members of the VJO, including us, may be required to psy for a substantially
larger share of the VJO's total purchase power obligation for the remainder of the agreement (which runs through 2015). U.S. GAAP rules require
that we disclose "the maximum potential amount of future payments (irndiscounted) the guarantor cauld be required to make under the guarantee. *'

U,S. GAAP rules also state that we must make such disclosure "... even if the likelihood of the guarantor's having to make any payments under the
guarantee is remote. .." As noted above, uur obligation only arises as a result of default by another VJO member, such as upon bankruptcy.
Therefore, to satisfy the "maximum potential aniount" disclosure requirement we must assume that all members of the VJO simultaneously default, an
unlikely scenario given that all VJO members are regulated utility providers with regulated cost recovery. Despite the remote chance that such an
event could occur, or that the Sate of Vermont could or would allow such an event, assuming that all the members of the VJO defaulted on January I,
2011 and remained in default for the duration of the contract (snother 5 years), we estimate that our undiscounted purchase obligation for 2011
through 2015 would be approximately $474.2 million. In such a scenario, Ihe Company would then own the power and could seek to recover its
costs. We would do this by seeking to recover our costs from the defaulting members and/or reselling the power to other utility providers or the
northeast power grid. There is an active market for the sale of power. IVe could potentially lose money if we were unable to sell the power at cost.
IVe caution that we cannot predict with any degree of certeinty any poiential outcome.
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We eondttct certain of our operations in leased premises and also lease, certain equipment, and other .....,assetspursuant to operating leases,. Tile lease.,.

alva gements have terms ranging from 1 o 99 years and several contallnen_tbeas_adlat_o_hCl_Ut_seP_°vltde_tnge_p_ree_tesl_l_d_trl_t e _a_pec_ Ic
' als W en re esca a on c auses exist we record atlntlal ten a e p v . . .
lllelItcrV_ease, 'enn. _.,a_a'_'-a',,,.ao,_........ .l".v [lave renewal ontiOnSr , Renewal opons at are reasonably assured are Included in determining tile lease term,
Future minimum rental commitments tbr all long-term noncaaeelable operating leases as of December 31, 2010 are as follows:

Operating
($ i_1 thousands)

Leases

Year ending December 31 :
2011 $ 68,087
2012 t9,061

2013 12,5ll
2014 9,975

2015 3,018
Thereafter 6,528

Total mfuimum lease payments $

Total rental expense incfuded in our consolidated statements of operations for the years ended December 31, 2010, 2009 and 2008 was $48,5 million,

$25,9 million and $24.3 million, respectively.

We are a party to contracts with several unrelated long distallee carriers. The contracts provide fees based on traflie fuey carry for us subject to

minimum monthly fees.

At December 31, 2010, tbe estimated future payments for obligations under our noncancelable long distance contracts and service agreements are as

follows:

($ #2 thousands)

Year Amount

2011 $ 45,722
2012 33,829
2013 29,053
2014 256
2015 192

ThereaRer

Total $ 109,052

sold all of our utili bus nesses as of April I 2004 However, we have re a ned a potential payment ob gation associated with our previous
We ty ...... ._-,_ ..... rointOwners VJO" aconsort umofl4Veimontu es, neludingus entered into a
eecrlenlltyac v es n tte_aeolvermont, lt_v_amuL_o J...... t__^ :_ ,,_,', "r_. a-reement contains "sten un" nrovisfuns fuat state tl at f any VJO member defaults on

h se owera reementwllnrtyuro-Ldueuc_m L_,o¢. _,*,_ _ v r _ . . . • ,-
pure a. p _," g," ,,,_,t,._ )l,. ,'-ntract to nurchase vower from Hydro-Quebec, then the other VJO participants will assume responsibih_ for the

_SfaPuU[_in_Sea°r_!gs_l_e"ona pro-_aia basis, _)ur pro-rata share of the purchase power obligation,!s 10%. If at,_y memberoftbo..VJO p_a_Sn_a_s
aUons't adler the H dro Qt ebee agreement, then the remaining members of the VJO, metuomg us, may t_e requtrett to pay _._ ,_ .,

ob g ...... f m vJOYs tota vurchase vower obligation for he remainder oftbe agreement (which runs throul_h 2015). U.S. G AAP rifles requ,r,e
urge. _.._._.1_- _._?the max ml n_ ooten alamo n of filture payments (ndiscounted) the guarantor could be requtred to make uncter me guaramee;

.in. v,e o 0_ _ ............ . • ,, ' " ' ntor's havin o make an a meres unoer me
U S. GAAP roles also state that we must make such dmelosure ... even ff the hkelfuood of the guara g Y P Y

ran ee s remote As noted above our obligation on y arises as a rest t of defau t by ano her VJO member, such as upon bankruptcy.
gun _'_" ,, . .--,:-_ ....... _,, A se osure re-u rement we must assume hat all members of the VJO simultaneously default, an
Tberefore to satls_, tile maximum pot_mzat _muum u . . . "l .. ... L .... *on _.o_ _._t_t Des n e le remote cbance hat stteh all
unlike y scenario gtven t lat a VJO memoers are regu atea u y provtaers w . _su-_,-u _.._ ..... .,, v
event could occur, or that the State of Vertnont could or would allow such an event, assuming that all the members of tile VJO defaulted on January I,
20l 1 and remained in default for the duration of the contract (another 5 years), we estimate that our undiseounted purchase obligation for 2011

rou h 2015 wou d be annroximately $474.2 million, tn such a scenario, the Company would then own the power and could seek to recover its
_Usts,g We would do this_l_y seeking to recover our costs from the defaulting members and/or reselling the power to other utility providers or the

northeast power grid. There is an active market for the sale of power. We could potentially lose money if we were unable to sell the power at cost.
We caution that we cannot predict with any degree of certainty any potential outcome.
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The foflowing table summarizes thc carrying amounts and estimated fair values t'or certain of our financial instruments at December 31, 2010 and
2009. Por thc other tinmtcial instnmtcnts, representing cash, accounts receivables, long-term debt due within one year, accounts payable and other
scented liabilities, the carrying amounts approximate lair value due to the relatively short maturities of those instntments. Other equity method
investments, for which nwrket values are not readily available, are carried at cost, which approximates fair vahe.

(5 itr r)mararrdr)

Carrying
Alltotlllt

2010

Fair Value
Cartying
Amount

2009

Fair Value

Long-term debt $7,983,693 5 8,376,515 $4,794, 129 S 4,628, 132

The fair value of our long-term debt is estimated based upon quoted market prices at the reporting date for those iinancial instruments.

(20) Commitments and Contingencies:

NVe anticipate total capital expenditmes of approxintately S750 million to $780 million for 2011 related to our Frontier legacy properties and the
Acquired Business. Although we from time to time make short-tenn purchasing commitmcnts to vendors with respect to these expenditures, we
generally do not enter into tlrm, written contracts for such activities.

Itt connection with the Transaction, the Company undertook activities to plan and implement systents conversions and other initiatives necessary to
etTectaatc the closing (Phase I). The Contpany incurred operating expenses, including deal. costs, of approximately $135.6 million and capital
expenditures of approximately $90.6 million in 2010 related to these integration initiatives in Phase 1. The Company continues to engage in activities
to cmrble the Company to implement its "go to market" strategy in its new ntarkets and to complete the conversions of afl the remaining systems into
one platform (Phase 2). The Company also incurred $1.5 miflion of integration costs and $6.4 tniflion in capital expenditures related to the
cotnmencement of these Phase 2 activities during 2010. The Company currentiy expects to incur operating expenses and capital expenditures of
approximately $90 million and $60 million, respectively, in 2011 rcla(ed to these Phase 2 initiatives.

In addition, Ihc Federal Communications Contmission (FCC) and certain state regulatory commissions, in connection with gra~ting their approvals of
the Transaction, specified certain capital expenditure and operating requirements for the acquired Territories for specified periods of time post-
closing. These requirements focus primarily on certain capital investment commitments to expand broadband availability and speeds to at least 85%
of the households throughout the acquired Territories with minimum speeds of 3 megabits per second (Mb ps) by the end at' 2013 and 4 Mbps by the
end of 2015. To satisfy afl or part ot'certain capital investment commitments to three slate regulatory comnussions, we placed an aggregate amount of
$115.0 ntiflion in cash into escrow accounts and obtained the letter of credit for $190.0 million in the third quarter of 2010. Another $72.4 million of
cash in an escrow account, with an associated liability (reflected in Other liabilities), was acquired in connection with the Merger to be used for
service qaality initiatives in the state of %Vest Virginia. As of December 31, 2010, the Company had a restricted cash balance in these escrow
accounts in the aggregate amount of $187.5 million, The aggregate amount of these escrow accounts and the letter of credit will decrease over time as
Frontier makes the required capital expenditures in the respective states.

Tye are party to various legal proceedings arising in the normal coume of our business covering a wide range of mattem or types of claims including
general contract, rights of access, tax, consumer protection, trademark and patent infringentent, employment, regulatory and tort. Litigation is subject
to uncertainty and the outcome of individual matters is not predictable. However, we believe tltat the ultimate resolution of afl such ntatters, afler
considering insumnce coverage or other indemnities to which Frontier is entitled, will not have a material adverse effect on our tinancial position,
results of operations, or our cash flows.
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(20)

Thelbllowlngtablesummarizestilecarryingamountsandestimatedfairvaluesfbr certain of our financial instruments at December 31, 2010 and

2009. For the otber tinancial instnnnetus, representing cash, accounts receivables, long-term debt due within one year, accounts payable and other
accrued liabilities, the carrying amounts approximate fair value due to the relatively short maturities of those instrtmlents. Other equity method
investments, tbr which market vahles are not readily available, are carried at cost, which approximates lair value.

(Silt thott_amL_) 2010 2009

Carrying Carrying
Amount Fair Value Amount Fair Vahle

Long-term debt S 7,983,693 $ 8,376,515 $ 4,794,129 $ 4,628,132

The fair value of our long-term debt is estbnated based upon quoteci market prices at the reporting date for those financial instruments,

Commitments and Cotuingencies:

We anticipate total capital expertdih_res of approximately S750 million to $780 ndllion for 2011 related to our Frontier legacy properties al_d the
Acquired Business. Although we from time to time make short-term purchasing commitments to vendors with respect to these expenditures, we
generally do not enter into firm, written contracts for such activities.

In connection with the Transaction the Company undertook ac ves to plan and mplement systems convers ons and o her n a yes necessary to
effectlmte the closing (Phase 1), The Company incurred opera ng expenses, including deal.costs, of approximately S 35,6 million and capital
expeodituresofapproximatelyS90,6mil on in 2010 re!ated to these negra on n at ves in Phase The Company cotui ues oengaguinac v es
to enable the Company to implement its go to market s ra egy in its new n arke s and to complete the conversions of a he remaining systems into
one platform (Phase 2). The Company also incurred $I.5 million of integration costs and $6.4 million in capital expenditures related to the

commencement of these Pbase 2 activities during 20 0. The Company ct rrently expects to incur operating expenses and capital expenditures of
approximately $90 million and $60 million, respectively, in 20l I related to these Phase 2 initiatives.

In addition, the Federal Communications Commission (FCC) and certain state regulatory commissions, in connection with granting their approvals of

the Transaction, specified certain capital expend ture and operating requirements for he acquired Territories for specified periods of time post-
closing. These reqtriremetus focus primarily on certain capital investme t corn n men s to expand broadband availability and speeds to at least 85'_

of the bouseholds tbroughout the acquired Territories with minim nn speeds of 3 megabits per second (Mbns) by the end of 2013 and 4 Mbps by the
end of 2015. To sat sfy al or part of certain capital itwestment commitrnents to tbree state regulatory eonnn_ssions, we placed an aggregate amount of
$115.0 ndltion in cash into escrow accounts nnd obtained the letter of credit for $190.0 million in the third quarter of 2010. Another $72.4 million of
cash in an escrow account, with an associated liability (reflected in Other liabilities), was acquired in connection with the Merger to be used for
service quality initiatives in tbe state of West Virginia. As of December 3I, 2010, the Company had a restricted cash balance in these escrow

accounts in the aggregate amount of$187.5 million, The aggregate amount of these escrow accounts and the letter of credit will decrease over time as
Frontier makes the required capital expenditures in the respective states.

We are party to various legal proceedings arising n he normal course of our business covering a wide range of matters or types of claims including
general contract, rights of access tax, consumer pro ee on trademark and patent infi-ingement employment, regulatory and tort Litigation is subject
to uncertainty and the outcome of nd vidual matters is not predictab e. However, we believe tbat the ultimate resolution of all such matters, after

considering insurance coverage or other iodemnities to which Frontier is entitled, will not have a material adverse effect on our financial position,
results of operations, or our cash flows.
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FRONTIER COMiilUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Finaricial Statements

For the year ended
Decmnber31 2009

/5 in r/ioirsoni/s)

Balance, begimiing ofyear
Realized gains/(losses)
Unrealized gains
Purchases and (sales), net

Balance, end of year

Interest in
Limited Commingled

~partnershi s Funds

5 28,924 5 12,515
(2,475)
3,786 1,407

~S 29 727 5~13 922

The following table provides further information regarding the redemption of the Plan's Level 3 investnients as of December 31,2010:

/5 in I/iousands)

Commingled Funds

Fair
Value

Redemption

Fre ucnc iqotice Period Period

Redemption Liquidation

JPiil ivlulti Strat II CA Ser 11-07 1 &

Interest in Limited Partnerships

Morgan Stanley Institutional Cayman Fund LP ta&

Rll World Timberfund, LLC ( t

Total Interest in Limited Partnerships

~537 378 Quarterly

37,489 Quarterly

Through liquidation of underlying investments

S 42635

65 Days

60 Days

None

NA

NA

2 years

(a) The fund's investment objective is to generate long-term capital appreciation with relatively low volatility and a low correlation with traditional equity
and fixed-income markets. The flmd seeks to accomplish this objective by allocating its assets primarily among a select group of experienced porttblio
inanagers that invest in a variety of markets, either through the medium of investment funds or through discretionary managed accounts.

(b) The partnership investment objective is to seek capital appreciation principafly through investing in investment funds managed by third party investment
managers who employ a variety of alternative investment strategies.

(c) The partnership's objective is to realize substantial long-term capital appreciation by investing in timberland properties primarily in South America, New
Zealand and Australia,

In January 2010, the FASB issued Accounting Standards Update ("ASU") No. 2010-06, "Improving Disclosures about Fair Value lrieasurements. " ASU
No. 2010-06 requires entities to prepare new disclosures surrounding amounts and reasons for significant transfers in snd out of Level I and Level 2 fair
value measurements, as well as inputs and valiration techniques trsed to measure fair value for both recurring and nonrecurring fair value measurements
that fall in either Level 2 or Level 3, and information on purchases, sales, issuances and settlements on a gross basis in the reconciliation of activity in
Level 3 fair value measurements. These new and revised disclosiires are required to be implemented for fiscal years beginning after December 15,
2010. Tbe adoption of the disclosure requirements of ASU No. 2010-06 in 2010 did not have s material impact on our tiusncial position, iesults of
operations or cash flows.

The fair value of our OPS B plan assets, which are measured using I evel I inputs, was $6 2 million and Sg 0 million as of December 31, 2010 and 2009,
respectively,
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FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES
NotestoConsolidatedFinancialStatements

Fortheyearended
December 31_ 2009

Interest in
Limited Commingled

($ in thousands) _ Funds

Balance. begbming of year $ 28,924 S 12,515

fi.ealized gains/(losses) (2,475)
Unrealized gains 3,786 1,407

Purchases and (sales), net _

Balance, end of year S 29 727 S 13 922

Tbe Ibllowing table provides ihrther information regarding tile redemption of the Plan's Level 3 investments as of December 31, 2010:

($ #1 thousands)

Comntingled Funds

JPM Multi-Strat 11 C-A Ser 11-07 (a}

Interest in Limited Partnerships

Morgan Stanley Instittltional Cayman Fund LP tb) 37,489

RIt World Timberfund, LLC to) 5.146

Total Interest in Limited Partnerships

Redemption Redemption Liquidation

Fair
Value Frequency Notice Period Period

Quarterly 65 Days NA

Quarterly 60 Days NA

Through liquidation of underlying investments None 2 years

The fund's nves men ob'ec ves to generate long-term capital appreeiat on w th relatively Iow volatility and a low correlation with traditional equity
(a) .... o le _- _ _._..v_ t,. ,r_.,_mn sh his obiective by allocating its assets primarily among a select group of experienced portfolio
and fixect- ncome markets, tne ttlnta s_ ........... r _ . - . -
nlanagets that invest in a variety of markets, either through the nledturn of investment funds or through d_sereuonary managea accounts.

(b) Tie partnership inves men objective is to seek capital appreciation principally through investing in investment funds managed by third party investment

managers who employ a variety of alternative investment strateg es.

(c) The partnership's objective is to realize substantial long-term capital appreciation by investing in timberland properties primarily in South America, New
Zealand and Australia,

In January 2010 the FASB ssued Accounting Standards Update ("ASU") No. 2010-06, "Improving Disclosures about Fair Value Measurements., ASU
No. 2010-06 requires entities to prepare new disclosures surround ng amounts and reasons for slgmiicant transfers m and out of Level 1 and Lever z fair
yah e neasl rements, as we as apt s and valt a on teehn ques used to recast re far va ue for both recurr ng and nonrecurring fair value measurements
that fall in either Level 2 or Level 3, and nfurmation on purchases, sales, issuances and settlements on a gross basis in the reconciliation of activity in
Leve 3 far va ue measurements. T _ese new and revised d se osures are required o be mp emen ed for fiscal years beginning after December 15,

2010. The adoption of the disclosure requirements of ASU No. 2010-06 in 2010 did not I ave a mater al mpact on our financ apos tion results of

operations or cash flows.

The fair value of our OPEB plan assets, which are measured using Level 1 inputs, was $6.2 million and $8.0 million as of December 3 I, 2010 and 2009,

respectively,
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FRONTIER COIvlMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Fair Value Measurements at December 31 2009

(5 /n /Ilossrtrs/s)

Cash and Cash Equivalents
U.S. Government Obligations
Corporate and Other Obligations
Common Stock
Commingled Funds
Conunon/Collective Tntst Funds

interest in Registered Investment Companies
Interest in Limited Partnerships
Insnrance Contracts
Other
Total investments, at fair vnlue

Interest and Dividends Receivable
Due from Broker for Securities Sold
Receivable Associated with Insurance Contract
Due to Broker for Securities Purchased
Total Plan Assets, at Fair Value

Total
5 23,202

85,255
200,671

67,571
36,120
29,799

139,929
29,727

900~75
5 613,099

1,872
36,715

6,284
~49 345
~5608 625

Quoted
Prices in Active

'ivtarkets for
Identical Assets

67,571

59,564

Significant
Other

Observable
Inputs

~Le re I 2
5 23,202 5

85,255
200,671

22, 198
29,799
80,365

900~75
r «r

13,922

29,727

Signiticant
Unobservable

Inputs
~Level 3

The table below sets forth a sutnmaty of changes in the fair value of the Plan's Level 3 assets for the years ended December 31,2010 and 2009:

For the year ended
December 31 2010

(5 is r)rorrsonr/s)

Balance, beginning of year
Realized gains/(losses)
Unrealized gains
Purchases and (sales), net

Balance, end of year

Interestin
Limited Commingled

~partnershi s Funds

5 29,727 5 13,922
(246)

1,531 2,456
il 623 ~21 000

~$42 635 ~$37 378
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(S in thousamts)

Cash and Cash Equivalents
U.S, Government Obligations

Corporate and Other Obligations 200,671

Common Stock 67,571
Commingled Funds 36,120
Common/Collective Trust Funds 29,799

Interest in Registered Investment Companies 139,929

Interest in Limited Partnerships 29,727
Insurance Contracts 900

Other (75)

Total invesm'tents, at fair value S 613,099

Interest and Dividends Receivable 1,872
Due from Broker for Securities Sold 36,715
Receivable Associated with Insurance Contract 6,284

Fair Value bleasurements at December 31_ 2009

Quoted Significant
Prices in Active Other Significant

Markets for Observable Unohservable

Identical Assets Inputs Inputs

Xota.._..._t_ _
S 23,202 S - S 23,202 S

85,255 85,255

67,57i 200,67I

22,I98 13,922

29,799
59,564 80,365

900 29,727

- (75)

$ 127135 S 442 315 $ 43 649

Due to Broker for Securities Purchased (49,34_

Total Plan Assets, at Fair Value

The table below sets forth a summary of changes in the fair value of the Plan's Level 3 assets for the years ended December 31, 2010 and 2009:

For the year ended

December 3 I_ 2010
Interest in

Limited Commingled
($ in thousands) _ Funds

Balance, beginning of year S 29,727 S 13,922

Realized gains/(losses) (246)
Unrealized gains 1,531 2,456

Purchases and (sales), net 11 623

Balance, end of year S 42 635 S 37 378
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FRONTIER COIvlMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

The following tables represent the Company's pension plan assets measured at fair value on a recurring basis as of December 31, 2010 and 2009:

(5 in ihoiisnndsl

Cash and Cash Equivalents
U.S. Guvemment Obligations
Corporate and Other Obligations
Common Stock
Conuningled Funds
Connnon/Collective Tnist Funds
intmest in Registered Investment Companies
Interest in Limited Partnerships
Insurance Contracts
Other
Total investments, at fair value

Receivable tor plan assets of Acquired Business
Receivable for mimings on plan assets of Acquired
Interest and Dividends Receivable
Due from Broker for Securities Sold
Receivable Associated with Insurance Contract
Due to Broker for Securities Purchased
Total Plan Assets, at Fair Value

Fair Value gfeasurentcnts
Quoted

Prices in Active
fvlarkets for

Identical Assets

5 46,637 5
144,390
262,390
226,369 226,369
107,200
38,092

268,694 103,472
42,635

900~494

Business 24,453
2,669

16,780
7,400~40 313

~SI 290 274

at December 31 2010
Significant

Other
Observable

hiputs
~Lese I 2

Significant
Unobservable

Inputs
~Level 3

5 46,637 5
144,390
262,390

37,37869,822
38,092

165,222
42,635

900~494
~5726 959 ~$80 013
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ThefollowingtablesrepresenttileCompany'spensionplanassetsmeasuredatfairvalueon a recurring basis as of December 31, 2010 and 2009:

($ in thousands)

Casb and Cash Equivalents

U.S. Government Obligations
Corporate and Other Obligations 262,390
Cornn',or, Stock 226,369

Commingled Funds 107,200
Common/Collective Tntst Funds 38,092

Interest in Registered hwestment Companies 268,694
Interest in Limited Parmersbips 42,635
Insurance Contracts 900
Other

Total investments, at fair value $ 1,136,813

Receivable tbr plan assets of Acquired Business 142,472
Receivable for earnings on plan assets of Acquired Business 24,453
Interest and Dividends Receivable 2,669
Due from Broker for Securities Sold 16,780
Receivable Associated with Insurance Contract 7,400

Due to Broker for Securities Purchased

Total Plan Assets, at Fair Value

Fair Value Measurements at December 3112010

Quoted Significant
Prices in Active Other Significant

Markets for Obse_able Unobservable

Identical Assets Inputs Inputs

S 46,637 S - S 46,637 S

144,390 144,390

226,369 262,390

69,822 37,378

38,092

103,472 165,222 42,635

900

S 329841 _ S 80013
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Tile alriounts in accumulated other comprehensive income tlmt have not yet been recognized ms compenents of net periodic benetit cost at
December 31, 2010 mul 2009 aro as follows:

(Sin rlionsoilds)

2010
Pension Plan

2009 2010
OPEB

2009
iNet actuarial loss
Prior service cost/(credit)

Total

5 349,298 5 374,390 5 64,598 5 53,010$» r» » k 3» r

Tbe amounts recognized as a component of accuniu lated comprehensive income for the years ended December 31, 2010 and 2009 are as follows:

(5 iir ihonsoiids)

Pension Plan

20092010 2010
OPEB

2009

Accuinulated other comprehensive income at
beginning of year

Net actuarial gain (loss) recognized during year
Prior service (cost)/credit recognized iluring year
Net actuarial loss (gain) occurring during year
Prior scrvicc cost (credit) occurring during year
Nct amount recognized in comprehensive income

for the year
Accumulated other comprehensive income at cnd

of year

(27,393)
199

2,301

(27, 144) (4,919) (5,041)
255 8, 158 7,751

24,351 16,506 10,799

r r» $» r

401(k) Savings Plans

IVe sponsor employee retirement savings plans under section 401(k) of the Internal I(avenue Cade. The plans cover substantially all full-tinie
employees. Under certain plans, we provide matching contributions. Employer contributions were 514.9 million, $4.4 million and 55.0 million for
2010, 2009 and 2008, respectively. The amount for 2010 includes employer contributions of 510,6 million for certain farmer employees of the
Acquired Business under three separate plans.

(19) Fair Value of Financial histniments:

Fair value is defined under U.S, GAAP as the exit price associated with the sale of an asset or transfer of a liability in an orderly trmisaction beuveen
market participants at the measureinent date. Valuation teclmiques used to measure fair value under U.S. GAAP inust inaximize the use of observable
inputs and minimize the use of unobservab(e inputs. In addition, U.S. GAAP establishes a three-tier fair value hierarchy, which prioritizes the inputs
ilsed in measuring t'air value.
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TbeamountsinaccumulatedofuercomprehensiveincomefuatbarenotyetbeenrecognizedascomponentsofnetperiodicbenefitcostatDecember31,2010and2009 are as tbllows:

(S i_t tholtsands) Pension Plan OPEB

2010 2009 2010 2009

PriorNet"ctuariai'°s',e  cocos (credi,) ' $ 374g ) 04,598 53,010
(51,229) (3 lr456 )

Total $ _ $ 13_369 $ 21T554

Tbe amounts recognized as a component o f accumulated comprehensive income for fue years ended December 3 l, 2010 and 2009 are as follows:

($ itt thottsands)

Accumulated ofuer comprehensive income at
beginning of year

Net actuarial gain (loss) recognized during year
Prior service (cost)/credit recognized during year
Net actuarial loss (gain) occurring during year
Prior service cost (credit) occurring during year

Net amount recognized in comprehensive income
for the year

Accumulated other comprebensive income at end
of year

(19)

Pension Plan OPEB

2010 2009 2010 2009

$ 374157 $ 376 086 S 21 554 $ 8045

(27,393) (27,144) (4,919) (5,041)
199 255 8,158 7,75l

2,301 24,351 16,506 10,799

609 _ .

_ _ _3809

$ 349264 S 374157 S 13369 $ 21554

40i(k) Savings Plans

We sponsor employee refirernent savings pIans rider section 40 (k) of tlle Internal Revenue Code. The p ans cover substantially all full-tin e
employees. Under certain plans, we provide matching contributions. Emp oyer contributions were $14.9 million, $4.4 million and 55.0 mill on for

2010, 2009 and 2008, respectively. The amount for 2010 includes employer contributions of 510.6 million for certain former employees of the
Acquired Business under three separate plans.

Fair Value of Financial Instalments:

Fair vafue is defined ,.ruder U.S. GAAP as the exit price associated with the sale of an asset or transfer of a liability in an orderly transaction between
market participants at the measurement date Va uation tecl ques used to measure fur value under U.S. GAAP mus maximize the use of observable

inputs and minimize he use of unobservable puts. In addition, U.S. GAAP estab sbes a furee-tier fair value bierarchy, which prioritizes the inputsused in measuring thir vafue.
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Assiiinptions used in the corn puration of annual OPEB costs and valuation of the year end QPEB obligations were as follows;

Discount rate - used at year end to vahre obligation
Discount rate - used to compute annual cost
Expected long-term rate of return on plan assets

2010
5 25o/o

5 75o/o

6 00'/o

2009
5.75%
6.50%
6.00%v

2008
6.50o%%d

6.50o/o

6 00/o

Thc OPEB plan's weighted average asset allocations at December 31,2010 and 2009 by asset category are as follows:

2010 2009
Asset category:

Equity securities
Debt securi lies
Cash illlil otlicr

Total

ON
99%o

I'/o

0%
100/0

Oo/o

100o/ i 00'/

Tbe OPFB plan's expected benefit payments over the next 10 years are as follows:

(5 iir rgcasonds)

Year
2011
2012
2013
2014
2015
2016 —2020
Total

Gross
Benctits

14,264 S
I 7,601
21,132
24,526
27,660

170 944
276 127 5

Medicare Part D
Subsid

449
658
894

1,181
1,479

11 825
16 486

Total

13,815
!6,943
20,238
23,345
26,!81

159 119
259 641

Our expected contribution to the plan in 2011 is $13.8 nrilHon.

For purposes of measuring year-end benefit obligations, we used, depending on medical plan coverage for different retiree groups, an 8.0o/o annual
rate of increase in the per-capita cost of covered medical benefits, gradually decreasing to 5%o in the year 2017 and remaining at that level thereager.
The et'feet of a I No increase in the assumed medical cost trend rates for each future year on the aggregate of the service and interest cost components
of the total postretirement benefit cost wouM be S1.6 million and the etfect an the accumulated postretirement benefit obligation for health benefits
would be S31 6 million. The etfect of a IN decrease in the assumed medical cost trend rates for each fir tura year on the aggregate of the service and
interest cost components of the total postretirement benefit cost would be S(lg) million and the effect on the accumulated postretirement benefit
obligation for health benefits would be S(27.6) million.

In December 2003, the Medicare Prescription Dnig Improvement and Modernization Act of 2003 (the Act) became law. The Act introduced a
prescription dnig benefit under Medicare. It includes a federal subsidy to sponsors of retiree health care benefit plans that provide a benetit that is at
least actuarially equivalent to the Medicare Part D benefit. The aniount of the federal subsidy is based on 28/o of an individual beneficiary's annual
eligible prescnption drug costs ranging between $250 and $5,000. KVe have determined that the Company-sponsored postretirement healthcare plans
that provide prescription dnig benefits are actuarially equivalent to the Medicare Prescription Drug benefit. The impact of the federal subsidy has been
incorporated into the calculation.
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AssumptionsusedinthecomputationofannualOPEBcostsandvaluationoftheyear-endOPEBobligationswereasfollows:
2010 2009 2008

5.25% 5.75% 6.50%
Discountrate-usedatyearendtovalueobligation 5.75% 6,50% 6.50%
Discountrate-usedtocomputeannualcost 6,00% 6.00% 6.00%
Expectedlong-termrateofreturnonplanassets

TheOPEBplan'sweightedaverageassetallocationsatDecember3I,2010and2009byassetcategoryareasfollows:
2010 2009

Assetcategory: 0% 0%
Equity securities
Debt securities 99% 100%
Cash audother l% , 0%

Total =..-.- 100% _100%

Tile OPEB plan's expected benefit payments over the next 10 years are as follows:

($ in thousands)
Gross Medicare Part D

Year Benefits Subsidy Total

20II $ 14,264 $ 449 $ 13,815
2012 17,601 658 16,943

2013 21,I32 894 20,238
2014 24,526 1,181 23,345
2015 27,660 1,479 26,181
2016- 2020 170,944 111825 159r119

Total $ 276112_ $ 16148_ $ 259164|'

Our expected contribution to the plan in 2011 is $ I3.8 million.
• * , o 1

For oses of measuring year-end benefit obligat ons we used depending on medical plan coverage for different retiree groups, an 8.0 _ annua
P-_ " h,, _,_r ,,,n _ cos of covered nedical benefits gradually decreasing to 5% n e year 2017 and remaining at that level therea_er.

rate°r_ncrease_ln/'_'_ _"'---r'-_;,_-_-o_;,_,,d _e ca cos trendrates o future vear on the aggre ateoftheservceandmterestcost componentsThe etlcct olat 70 increase m ........................ for each - g
of the total postretirement benefit cost would be S1.6 million and the effect on the accumulated postretirement benefit obligation for health benefits

• for each fi}ture year on the aggregate of the service and
would be S31.6 million. The effect of a 1% decrease in the assumed medtcal cost trend rates
interest cost components of the total postretirement benefit cost would be S(1.4) million and the effect on the accumulated postretirement benefit

obligation for health benefits would be $(27.6) million.

In Dece nber 2003, he Med care Prescription Drt g mprovement and Modemiza on Act of 2003 (he Act) became law. The Act itltroduced a
• tion dru benefi under Medicare. It nc udes a tbderal subsidy to sponsors of retiree health care benefit pans that provide a benefit that is at

prescnptt.,.q_ g vatent to the Medicare Part D benefit. The amount of the federal subsidy is based on 28% of an individual benefieia.ry s annual

_as_b_C'_reser?pt_n'dnlg costs ranging between $250 and $5,000. We have detenafined that the Company_ponsored pos_et_ement hea_thc.are _annS

tha_ provide prescription drug benefits are aetuartally equivalent to the Medicare Prescription Drug venent. IRe impact oHae ieuet at nuun_uy .a_ t,,,

incorporated into the calculation.
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FRONTIER COMlvtUNICATIONS CORPORATION AND SUBSIDIARIES
iVotes to Coiisolidated Pinancial Statements

Postretirement Benetits Other Than Pensions "OPBB"

The following tables set forth the OPEB plan's benefit obligations, fair values of plan assets and the postretirement benetit liability recognized an our
consolidated bshnce sheets at December 31, 2010 and 2009 and tlm components of net periodic postretircment benefit costs for the years ended
December 31,2010, 2009 and 2008.

(5 hr thousmiris) 2010 2009

Clmnge in benefit obligation
Benctit obligation at beginning of year for Frontier

Legacy operations
Benetit obli gatioa for Acquired Business as ot acquisition date
Service cost
llltcrcst cost
Plan participants' contributions
Actimrial lass
Benefits paid
Plan change
Benefit obligation at end of year

5 189,290 5
285,451

7,956
17,883
3,976

16,670
(14,720)

178,615

361
11,017
4,086
!1,378

(16,167)

Change in plan assets
Fair vaiue of plan assets at beginning of year
Actual return on plan assets
Plan participants' contributions
Employer contribution
Benefits paid
Fair value of plan assets at end of year

Funded status

S 8,028 5 8, 137
600 1,018

3,976 4,086
8,355 10,954

r r

Amounts recognized in the consolidated balance sheet
Current liabilities

Pension and other postretiremcnt benefits

Accmnulated other comprehensive loss

~r ~r~sa» ~s

(5 in thousands) Expected
2011 2010 2009 2008

Components of net periodic postretirement benefit cost
Service cost
Interest cost on projected benetit obligation
Fxpecled return on plan assets
Amortization of prior service cosV(credit)
Amortization of unrecognized loss
Net periodic postretirement benefit cost

5 7,956
17,883

(436)
(10,198) (8,157)

5,994 ~4917
5 22 163

S 361 5 444
11,017 11,255

(439) (514)
(7,751) (7,751)~5041 ~5946

5 8 229 ~59 380
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FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES
NotestoConsolidatedFinancialStatements

PostretirementBenefits Other Than Pensions."OPEB"

The following fables set forth the OPEB plan's benefit obligations, fair values of plan assets and the postretirement benefit liability recognized on our

consolidated balance sheets at December 3I, 2010 and 2009 and the components of net periodic postretirement benefit costs for the years etldedDecember 3 I, 2010, 2009 and 2008.

(S it_ thousands)

Change in benefit obligation
Benefit obligation at begitming of year for Frontier

Legacy operations

Benefit obligation for Acquired Business as ofacquisi0on date
Service cost
Interest cost

Plan participants' contributions
Act_tariaI loss

Benefits paid
Plan change

Benefit obligation at end of year

Change in plan assets

Fair value of plan assets at beginning of year
Actual return on plan assets
Plan participants' contributions
Employer contribution

Benefits paid

Fair value of plan assets at end of year

Funded status

2010 2009

$ 189,290 $ 178,615
285,451

7,956 361

17,883 11,017
3.976 4,086

16,670 11,378

(14.72fi) (16.167)
/271930)

$ 478,576 $ I89r290

S 8.028 $ 8,137
600 1,018

3.976 4,086
8,355 10,954

(14r719) (16,167)

$ 61240 S 81028

$ (472,336) S (1811262)

Amounts recognized in the consolidated balance sheet
Current liabilities

Pension and other postretirement benefits

Accumulated other comprehensive loss

$ (10,I3I) $ (9,052)

$ (462)205) $ (172_210)

S 13_369 $ 21_554

(S in thousands)

Components of net periodic postretirement benefit cost
Service cost

Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of prior service cost/(credi0
Amortization of unrecognized loss

Net periodic postretirement benefit cost

Expected

2011 2010 2009 2008

$ 7,956 S 361 S 444

17,883 11,017 11,255
(436) (439) (514)

(10,I98) (8,157) (7,75l) (7,751)

5,994 4917 504I 5946

S 22 163 $_______8,229 8 9380
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'tve capitalized $8.3 million, S7.5 cullion and $0.0 million of pension expense into the cast of our cnpttal expenditures during the years ended
Dccetnber 31, 2010, 2009 and 2008, respectively, as the costs relate to our engineering and plmtt construction activities.

Thc plan's weighted average asset allocations at December 31, 2010 and 2009 by asset category are as follows:

Asset category:
Equity securities
Debt securities
Altemativc investtnents
Cash and other

Total

2010

50%
39%
10%

1%
100%

2009

38%

10%
1%

100%

Tlte plan's expected bcnetit payments over the next 10 yeats are as follows:

(S in tlrmtsnnrfs7

Year
2011
2012
2013
2014
2015

2016 - 2020
Total

Amoullt

63, 105
65,747
67 194
67,643
69,518

343 0118

676 215

tvc made cash contributions of$13.1 million to the plan during 2010. No contrtbutions were made to the plan during 2008 and 2009. VVe expect that
we will make a cash contribution to the Plan of approximately SSO million in 2011.

The accumulated benefit obligation for the Plan was $1,372,6 million and $876.5 million at December 31,2010 and 2009, respectively.

Assumptions used in the computation of annual pension costs and valuation of the year-end obligations were as Gtl lowe:

Discount rate - used at year end to value obligation
Discount rate - used to compute annual cost
Expected long-term rate ot'rctum an plan assets
Rate of increase in compensation levels

2010
5 25%
5.75%
8.00%
3.00%

2009
5.75%
6 50%
8.00%
3.00%

2008
6 50%
6 50%
8.25%
3 00%
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Wecapitalized88.3million,87.5ndllionandS0.0millionofpensionexpenseintothecostofour capital expenditures during the years ended
December 31,2010, 2009 and 2008, respectively, as the costs relate to our engineering and plant construction activities.

"File plan's weighted average asset allocations at December 31,2010 and 2009 by asset category are as follows:

2010 2009

Asset category:
Equity securities
Debt securities
Alternative investments
Cash and other

Total

The plan's expected benefit payments over the next 10 years are as follows:

(S in tholtsallds)

Year

2011
2012

2013
2014
2015

2016 - 2020

Total

50% 38%
39% 51%
10% 10%

I% 1%

t00% 100%

Atnoullt

$ 63,103
65,747
67,194
67,643
69,5 h_

343r00,_

$ 676_215,

We made cash contributions of $13.1 million to the Plan during 2010. No contributions were made to the Plan during 2008 and 2009. We expect that

we will make a cash contributior, to the Plan of approximately $50 million in 2011.

The accumulated benefit obligation for the Plan was $1,372,6 million and $876.5 million at December 31,2010 and 2009, respectively.

Assumptions used in the computation of annual pension costs and valuation of the year-end obligations were as follows:

Discount rate - used at year end to value obligation
Discount rate - used to compute annual cost

Expec ed Iong-term rate of return on plan assets
Rate of increase in compensation levels

2010 2009 2008

525% 5.75% 6.50%
5.75% 6.50% 6.50%
8.00% 8.00% 8.25%

3.00% 3.00% 3.00%
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Pcilsion Benefits

The following tables set forth thc pension plan's projected benefit obligations aod fair values of plan assets as of December 31, 2010 and 2009 and the
coinponents of net periodic beavttt cost t'or the years ended Deccinber 31, 2010, 2009 and 2008:

(5 its the nsnnds) 2010 2009

Change in projected benefit obligation (PBO)
PBO at beginning of year for Frontier Legacy Plan
PBO for plans of Acquired Business at contracted discount rate
Actuarial adjustment to pBO for plans of Acquired Business tn
Service cost
Iiiici'cst cost
Achiarial loss/(gain)
Benetits paid
Plan change
Special temtinaiion benetifs
PBO at end of year

890,576
581,256
64,098
21,169
67,735
87,024

(67,270)

69

8 831,687

6,098
52, 127
69,861

(71,373)
609

Clmnge in plan assets
Fair value of plan assets at beginning of year
Priir value of plan assets for Acquired Business as of

acquisition date
Actual return on plan assets
Employer contributions
Benetlts paid
Fair value of plan assets at end of year

5 608,625 S 589,776

581,256
154,554 90,222
13,109r»» r

Funded stahis

Amounts recognized in the consolidated balance sheet
Pension nnd other postretirement betiefits

Accmnulated other coniprehensive loss I s

ii& Represents the difference between the contracted discount rate agreed upon in the Merger Agreement and the discount rate used by Frontier to
value the liability on July I, 2010 for tlimncial reporting purposes.

In connection with the completion of the Merger on July I, 2010, certain employees were transferred from various Verizon pension plans into 12
pension plans that were then merged with the Prontier Communicatioris Pension Plan (the Plan) effective August 31, 2010. Assets of $581.3 million,
including approximately 5142.5 million that represents a receivable of the Plan as of December 31, 2010, were transferred into the Plan during the
second half of 2010, with the receivable to be settled by the transfer of assets by the end of the third quarter of 2011.

(Sin ttrcnsnnds)
Expected

2011 2010 2009 2008

Components of net periodic benefit cost
Service cost
Interest cost on projected benefit obligation
Fspected return on plan assets
Amortization of prior service cost/(credit)
Amortization of imrecognized loss
Net periodic benefit cost
Special termination charge
Total periodic benefit cost

5 21,169
67,735

(69,831)
(199) (199)

69
s

8 6,098 8 6,005
52, 127 52,851

(44,712) (65,256)
(255) (255)

40,402 200

s M» r

PensionBenefits

Thelbllowblg tables set forth the pension plan's projected benefit obligations and fair values of plan assets as of December 31, 20 I0 and 2009 alld the
components of net periodic benefit cost tbr tbe years ended December 3 I, 2010, 2009 and 2008:

(8 in thottsands)

Change in projected benefit obligation (PBO)
PBO at beginning of year for Frontier Legacy Plan
PBO for plans of Acquired Business at contracted discount rate

Actuarial adjustment to PBO for plans of Acquired Business tl)
Service cost ....

Interest cost

Achlarial loss](gain)
Benefits paid

Plan change
Special tem_inafion benefits

PBO at end of year

Change in plan assets

Fair v;due of plan assets at beginning of year
Fair value of plan assets for Acquired Business as of

acquisition date

Actual return on plan assets
Employer contributions

Benefits paid

Fair value of plan assets at end of year

Funded status

Amounts recognized in the consolidated balance sheet
Pension and other postretiremetu benefits

Accumulated other comprehensive loss

2010 2009

$ 890,576 $ 831,687
581,256

64,098
21,169 6,098

67,735 52,127

87,024 69,861
(67,270) (71,373)

609

69 11567

$ 1,644T657 $ 890_576

S 608,625 $ 589,776

581,256
154,554 90,222

13,I09

(671270) (711373)

112901274 $ 6081625

$ (354_383) $ (281_951)

$ (354_383) $ (281_95I)

349_264 S 374_157

(l) Represents the difference between the contracted discount rate agreed upon in the Merger Agreement and the discount rate used by Frontier to
value the liability on July I, 2010 for financial reporting purposes.

In connection with the completion of the Merger on du y 20 0 certain employees were ransferred from various Verizon pension plans into 12
pension plans tbat were then merged with the Frontier Corn nun ca o s Pens on P an (the P an) effective August 3 , 2010. Assets of S581.3 million,
including approximately $142.5 million that represents a receivable of he Plan as of Decen ber 3 l, 2010, were transferred into the Plan during the
second half of 201 O, w th t le receivable to be settled by the transfer of assets by the end of the third quarter of 2011.

(S ht thousands)

Components of net periodio benefit cost
Service cost

Interest cost on projected benefit obligation
Expected return on plan assets
Amortization of prior service cost/(eredit)
Amortization of unrecognized loss

Net periodic benefit cost

Special termination charge

Total periodic benefit cost

Expected

20I_.Ii.__l 2010 2009 200_

S 21,169 $ 6,098 S 6,005
67,735 52,127 52,85I

(69,831) (44,712) (65,256)
(199) (199) (255) (255)

17,74I 27 393 27144 6,855
46,267 40,402 200

69 _,567 1,662
$ 46336 $ 41 969 $ I 862
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The expected long-twm rate of retmn an plan assets is applied in the determination of periodic pension and postretirement benefit cost as a reduction
in the computation of the expense. In developing the expected long-temi rate of return assumption, we considered published surveys of expected
market returns, 10 and 20 year actual returns of various major indices, and our own historical 5-year, 10-year and 20-year investment returns, The
expected long-terin rate ot' return on plan assets is based on an asset allocation assamption of 35% to 55% in fixed income securities, 35% to 55% in

equity securities and 5% to 15% in alternative investments. We review our asset allocation at least annually and inake changes ivhen considered
appropriate. Our pension asset investmcnt allocation decisions are made by the Retirement investment @ Administration Committee (IUAC), a
coinmittee comprised of members of nianagement, pumusnt to a delegation of authority by the Retirement Plan Committee of the Hoard of
Directors, The RIAC is responsible for reporting its actions to the Retirement Plan Committee. Asset allocation decisions take into account expected
nmrket mtum assumptions of various asset classes as well as expected pension benefit payment streams. When analyzing anticipated benefit

ayments, management considers both the absolute amount of the payments as well as the timing oi'such payments. In 2010 and 2009, our expected
ong-term rate of return an plan assets was 8.00%, which wss a change from the 8.25% used in 2008. For 2011, we will assume a rate of return of

8.00%. Our pwision pLan assets are valued at lhir value as of the measurement date. The measurenient date used to determine pension and other
postrctirement benetit nieasures for the pension plan and the postrctirement benefit plan is December 31.
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• 'c ed on - erm rate of re irn on plan assets s applied in e determination of per ode pens on and postretirement benefit cost as a reduction
fbe cxpe g • ^ ....... n ..... 1 ra e of return assu nn on we considered published surveys of expected
m tile co _putation o_ tile expense, m developing tl_ _^tJ_,,-., -,,_ ,_,, a ...... t.:._.;_t _-,,-ar 0-year and 20-year inves ment rett ms The

• ke returns 10 and 20 ear aetaat returns ot various major radices, ant} out own ,,)_tu._., ;,).,_, _'.o. ? _^a :..,,,_,_ _o,.,,_iti,-_ :_50/. to 55% in
m_prected o g-lerm rate of Y_turn on plan assets ,.sbased on a,_ asset a)!ocatlon assump_on of _rz_,.2ta_n/_,l, n Iv'andqnake chanzes _vhert cons doted

eq_tity securities and 5% to 15"/o in alternative investments, we review our asse. a,,_ .................. .,
• O r ensio asse nvestment alloca on decisions are made by the Re ren en Investment & Administration Committee (RIAC), a

appropriate, P .... mF,nt nurxuant to a dele_zat on of attthority by the Retirement P an Committee of the Board of
" rlSC(l OIZinelfllDers oi ii anage,.._..-, r ........ _ . , • .

DO_/_lt_? _e P_AC is responsible for ifeport ng ts actions to he Retlrelltent P ,'111 Colrlmlt co. Asse| 8 oca, oil dec SlOnS take iBto account expected

assum tions of various asset c asses as well _s expected pension benefit payment streams, When analyzing anticipated benefit
n_kxetn_t.,mnac, e nePt considers both he absolu e a nount of the payments as ,veil as the fimmg of suehpay.me_ts. In 2OI0 and 2009,our reeXP_._ted"

Io3_6:'tcnn' rate o_ return on plan assets was 8.000/0, wlucfi was a change trom tl'ie 8.25% used m 2008. ror zut 1, we win assume a ......
8.00%. Our pension plan assets are valued at fair value as of the measurement date. The measuren',ent date used to determine pension and other

postretirement benefit nreasures for the pension plan and the postretirement benefit plan is December 31.
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(17) Quarterly Financial Data (Unaudited):

(5 Iii rgo»saiiris, except per share n»rotarrsj

2010
Revenue
Operating income
lect income attributablc to common shareholilers of Frontier
Basic and diluted net income per common share

attributable to comnian shareholders ot' Frontier

S 519,849 $
161,862
42,565

516,137 5
136,411
35,121

1,402,968 5
234,045

28,995

S 014 S 0, 11 5 0.03 $

~a ~~tl i

1,358,721 5 3,797,675
239,680 771,998
45,992 152,673

0.05 5 0.23

2009
Revenue
Operating income
Iqet income attributable to common shareholders of Frontier
Basic mid diluted net income per common share

attributable to common slmreholders of Frontier

5 537,956 $
139,510
36,303

5 012$

532, 182 5
136,616
27,918

526,816 5
172,490
52, 159

520,980 $2,117,894
157,549 606, 165

4 403 120 783

0.09 5 0.17 5 0.01 5 0.38

The quarterly net income per common share amounts are rounded to the nearest cent. Annual net income per common share may vary depending on
tire etfcct of such rounding. The change in basic and diluted nct income per share durmg the third quarter and founh quarter of 2010 was primarily dne
to the increase in weighted avenge slrares outstanding as a result of the issuance of 678.5 million shares in connection with our acquisition of the
Acquired Business.

IVe recognized $10.4 million ($6.5 million or $0.02 per share after tax), $37.0 million ($23.1 million or $0.08 per share ader tax), $78.5 million
($49. 1 million or $0 05 per sharc at'ter tax), and $11 3 niillion ($7 0 million or $0 01 per share ager tax) of acquisition and integration costs during the
lirst, second, third and fourth quarters of 2010, respectively.

We recognized $10.8 inillion ($6.8 million or $0,02 per share after tsx), $3,7 million ($2.3 million ar $0.01 per share after tax) and $13.9 million
($8.8 million or $0.03 per share ager tax) of acquisition and integration costs during the second, third and fourth quarters of 2009, respectively.
During the fourth quarter of 2009, we recognized a loss of $53,7 million ($33.8 million or $0.11 per share ager tax) on the early retirement of debt in
connection with a $700.0 million debt tender otfer,

(18) Retirement Plans:

IVe sponsor a noncontributory defined benefit pension plan covering a significant number of our former and current employees and other
postretircment benefit plans that provide medical, dental, life insurance and other benefits for covered retired employees and their beneficiaries and
covered dependents. The benefits are based on years of service and tinal average pay or career average pay. Contributions are made in amounts
sutficient to nieet ERISA limding requirements while considering tax deductibility. Plan assets are invested in a diversified portfolio of equity and
fixed-income securities and alternative investments.

The accounting results for pension and other postretirement benefit costs and obligations are dependent upon various actuarial assumptions applied in
the determination of such amounts. These actuarial assumptions include the following: discount rates, expected lang tenn rate of remm on plan assets,
future compensation increases, employee turnover, healtbcare cost trend rates, expected retirement age, optional fomi of benefit and mortality. tVe
review these assumptions for changes annually with our independent actuaries. IVe consider our discount rate and expected longterm rate of return on
plan assets to be our most critical assumptions.

The discount rate is used to value, on a present value basis, our pension and other postretirement benefit obligations as of the balance sheet date. The
same rate is also used in the interest cost component of the pension and postretirement benefit cost determination for the following year. The
measurement date used in tbe selection of our discount mte is the balance sheet date. Our discount rate assumption is determined annually with
assistance from our independent actuaries based on the pattern of expected future benefit payments and the prevailing rates available on lang-term,
high quality corporate bonds that approximate thc benefit obligation. In making this determination we consider, among other things, the yields on the
Citigroup Pension Discount Curve, thc Citigroup Above-Median Pension Curve, the Towers-iVatson Index, the general movement of interest rates
and the changes in those rotes from one period to the next. This rate can change from year-to-year based on market conditions that affect corporate
band yields. Our discount rate was 5.25% at year-end 2010, 5.75% at year-end 2009 and 6.50% at year-end 2008.
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(18)

Quarterly Financial Data (Unandited):

(8 ht tho ttsands, except per share amololts)

2010 _ Second Quarter _ _ Total Year

Revenue 5 519,849 $ 516,137 $ 1,402,968 $ 1,358,721 5 3,797,675
Operating income 161,862 136,41t 234,045 239,680 771,998

Net income attributable to common shafehoMers of Frontier 42,565 35,I21 28,995 45,992 152,673
Basic and diluted net income per common share

attributabletocommonshareholdersofFrontier $ 0.14 $ 0.11 $ c.0.03 $ 0.05 5 0.23

2009

Revenue 5 537,956 5 532,I42 $ 526,816 5 520,980 5 2,II7,894
Operating income 139,510 136,616 172,490 I57,549 606,165
Net income attributable to common shareholders of Frontier 36,303 27,918 52,159 4,403 120,783
Basic and diluted net income per common share

attributabletucommonshareholdersofFrontier 5 0.12 $ 0.09 $ 0.I7 $ 0.0l $ 0.38

The quarterly net income per common share amounts are rounded to the nearest cent. Annual net income per common share may vary depending on
tile effect of such ronnding. The change in basic and diluted net income per share during tile third quarter and fourth quarter of 2010 was primarily due
to tile increase in weighted average slfares outstanding as a result of the issuance of 678.5 million shares in connection with our acquisition of theAcquired Business.

We recognized 510.4 million (56.5 million or 50.02 per share after tax), 537.0 million (523.1 million or 50.08 per share after tax), $78.5 million

($49.1 million or 50.05 per share after tax), and $I 1.3 million (57.0 million or 50.0 l per share after tax) of acquisition and integration costs during tile
first, second, third and fourth quarters of 2010, respectively.

We recognized 510.8 million (56.8 million or 50,02 per share after tax), 53,7 million ($2.3 million or 50.0I per share after tax) and 513.9 million
(58.8 million or 50.03 per share after tax) of acquisition and integra on costs during fue second third and fourth quarters of 2009, respectively
During the tburth quarter of 2009, we recognized a loss of 553.7 nillion (533.8 m on or 50.11 per share after tax) on the early retirement of debt in
connection with a $700.0 million debt tender offer,

Retirement Plans:

We sponsor a noncontributory defined benefit pension plan coveting a significant number of our former and current employees and other
postretirement benefit plans that provide medical, dental, life insurance and other benefits for covered retired employees and their beneficiaries and
covered dependents. The benefits are based on years of service and final average pay or career average pay. Con ribu ons are made in amounts

sufficient to meet ERISA fimding requirements while considering tax deduetibility. Plan assets are invested in a diversified portfolio of equity andfixed-income securities and altumative investments.

The accounting results for pension and other postretirement benefit costs and obligations are dependent upon various actuarial assumptions applied in
the determination of such amounts. These actuarial assumptions include fue following: discount tutus, expected long-tunn rate of return on plan assets,
fim_re compensation increases, employee turnover healt care cost trend ra es expected retirement age optional form of benefit and mortality. We
review hese assumpt o s for changes annually with o r independen actuaries. We cons der our discount rate and expected long-term rate of return on
plan assets to be our most critical assumptions,

The discount rate is used to value, on a present value basis, our pension and other postretirement benefit obligations as of the balance sheet date. The

same rate is also used in the interest cost component of the pension and postretirement benefit cost determination for the following year. Tile
measurement date used in the selection of our discount rate is the balance sheet date. Our discount rate assumption is determined annually with
assistance from our independent actuaries based on the pattern of expected future benefit payments and the prevai ing rates ava lable on ong-term,

high quality corporate bonds that approximatu fie benefit obligation, in making I s deturm nat on we consider, amongotherfuings, the yields on the
Citigroup Pension Discount Curve, the Citigroup Above-Median Pension Curve, the Towers-Watson Index, the general movement of interest rates

and the changes in those rates from one period to the next. This rate can change from year-to-year based on market conditions that affect corporate
bond yields. Our discount rate was 5.25% at year-end 2010, 5.75% at year-end 2009 and 6.50% at year-end 2008.
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(15) Comprehensive Income:

Comprehensive income consists of net income and other gains and losses atYecting shareholders' investment and pension/OPEB liabilities that, under
U.S. GAAP, are excluded from net income.

Thc coinponents of accumulated other comprehensive loss, net of tax at December 31, 2010 and 2009 are as folloivs:

/5 /n i/ionscnns) 2010 2009

Pension casts
Postretircment costs
Deferred taxes on pension and OPEB costs
Alf otficr

5 349,264 5
13,369

(132,752)

5 229 549 5

374, 157
21,554

(150,284)
92

245 519

Our other coniprehensive income (loss) for the years ended December 31, 2010, 2009 and 2008 is as follows:

2010

/5 /Ir /holisollds)
Before-Tax Tax Expensd Net-of-Tax

iNet actuarial gain
Amortization ofpension and postretirement costs
All other

Other comprehensive income

S 9,123 S 4,774 $4,349
23,955 12,536 11,419

424 222 202
$~33 502 ~$17532 ~SI5 970

Net actuarial loss
Amortization of pension and postretirement costs
All other

Other comprehensive (loss)

2009
Betore-Tax Tax Expense/ iNet-of-Tax

Amount ~Benefit Amount

$ (35,759) $ (10,!49)$ (25,6!0)
24, 179 6,862 17,317~74 — ~74

2008
Bet'ore-Tax Tax Expense/ Net-of-Tax

Net actuarial loss
ArnoHization ofpension and postretirement costs
All other

Other comprehensive (loss)

$ (252,358) 5 (90, 122) $ (162,236)
4,795 1,712 3,083

4 -~4
(16) Segment Information:

Ave operate in one reportable segment, Frontier. Frontier provides both regulated and unregulated voice, data and video services to residential,
bnsiness and wholesale customers and is typically the incumbent provider in its service areas.

As permitted by U.S. GAAP, we have utilized the aggregation criteria to combine our operating segments because all of our Frontier properties share
similar economic characteristics, in that they provide tbe same products and services to similar customers using comparable technologies in all of the
states in whicli we operate. The regulatory structure is generally similar. Dilferences in the regulatory regime of a particular state do not materially
impact the economic characteristics or operating results of a particular property. In conjunction with the reorganization of our operating segments
effective July I, 2010, we reassigned goodwill to our reporting units using a relative fair value allocation approach.
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(I5) ComprehensiveIncome:
Comprehensiveincomeconsistsofnetincomeandothergainsandlossesaffectingsbarebolders'investmentandpension/OFEBliabilitiestbat,under
U.S.GAAF,areexcludedfromnetincome.
Tilecomponentsofaccumulatedothercomprehensiveloss,netoftax at December 31, 2010 and 2009 are as follows:

($ inthousands)
2010 2009

Pension costs S 349,264 $ 374,157
13,369 21,554

Postretirement costs (132,752) (150,284)

Deferred taxes on pension and OFEB costs (332) 92

All otber $ 229,549 $ 245_51

Our otber comprehensive income (loss) for the years ended December 31,2010, 2009 and 2008 is as follows:

($ in thottsands)

Net actuarial gain
Amortization of pension and postretirement costs
All otber

Other comprehensive income

Net actuarial loss
Amortization of pension and postretirement costs
All other

Other comprehensive (loss)

Net actuarial loss
Amortization of pension and postretirement costs
All other

Other comprebensive (loss)

2010

Before-Tax Tax Expense/ Net-of-Tax

Amounj _ Amount

S 9,123 $ 4,774 $ 4,349
23,955 12,536 11,419

424 222 202

_ $ 17532 S 15970

2009
i

Betbre-Tax Tax Expense/ Net-of-Tax

Amoun.___.tt _ Amount

$ (35,759) 8 (10,149)$ (25,610)
24,179 . 6,862 17,317

_74_.

2008

Betbre-Tax Tax Expense/ Net-of-Tax

Amount _ Amount

$ (252,358) $ (90,122)S (162,236)
4,795 1,712 3,083

._.___

(16) Segment Information:

We operate in one reportable segment, Frontier. Frontier provides both regulated and unregulated voice, data and video services to residential,
business and wholesale customers and is typically the incumbent provider in its service areas.

As erm edb US GAAP wehaveu zed heaggregati_ncrie_at_c_mbine_ur_peratingsegmensbecauseau_f_urFr_ntierpr_pertiesshare
• P, Y • " _o _ at ev r_rov de le same products and serv ces to simi arc s omers using comparable technologies in all of tile

an_eareCv°_i°l m CwCnoerareaer STate regu ator}s _cture is genera l'y sire" ar D fferences n the regu atovy regime of a pamcular state do not materially

mpact he economie'-eharac er s es or operat ng resu s of a particular property. In conjunction with the reorganization of our operating segments
effective July 1, 20 | 0, we reass gned goodw to our reporting uni s using a relative fair value allocation approach•
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(14) iNet Income Per Common Share:

Tho reconciliation of the nct income per common share calculation for the years ended December 31,2010, 2009 and 2008 is as follows

(5 anil sliares i» tttottsatn*, ercept per-shiire anioonts)

Nct income used for basic and diluted

cacti ngs per common share:
Net income attributable to common shareholders of Frontier
Less; Dividends allocated to unvested restricted stock awards
Total basic net income attributable to common shareholders

of Frontier

2010 2009 2008

$152,673 $120,783 5 182,660

149,601 118,535 180,916

Etfect of conversion of preferred securities - FPPICS
Total diluted net income attributable to common shareholders

ot Frontier i « i i « i
130

Basic earnings per comman share:
Total weighted-average shares and unvested restricted stock awards

outstanding - basic
Less: Iveighted-average unvested restricted stock awards
Total weighted-average shares outstanding - basic

Net income per share anributable to coinmon shareholders
ot Frontier

653,248 312,183 319,161

5 0 23 $0.38 $0.57

Diluted earnings per common share:
Total weighted-average shares outstanding - basic
Fffect of dilutive shares
Effect of conversion of preferred securities - EPPICS
Total weighted-average shares outstanding - diluted

Net income pcr share attributable to coinmon shareholders
of Prontier

649,828
1,163

310,021
92

317,501
435
306

$023 $038 5 0.57

Stack Options
For the years ended December 31, 2010, 2009 and 2008, options to purchase 1,116,000 shares (at exercise prices mnging from $10.44 to $13.95),
3,551,000 shares (at exercise prices ranging from $8.19 to $18.46} and 2,647,000 slmres (at exercise prices ranging from $11.15 to $1846),
respectively, issuable urider employee compensation plans were excluded from the computation of diluted earnings per share (EPS) for those periods
because the exercise prices were greater than the average market price of our common stack and, therefore, the effect would be sntidilutive. In
calculating diluted EPS we apply the treasury stack method and inchide future unearned compensation as part of the assumed proceeds.

In addition, for the years ended Deceniber 31, 2010, 2009 and 2008, we have deducted the inspect of dividends paid oii unvested restricted stock
awards froin net income attributable to common shareholders of Frontier.

Stock Uiiits
At December 31, 2010, 2009 and 2008, we had 434,765, 440,463 and 324,806 stock units, respectively, issued under the Director Plans. These
securities have not been included in the diluted income per share of common stock calcalation because their inclusion ivould have an antidilutive
effect.

Share Repiirchase Prog rains
There were no shares repurchased during 2010 or 2009 under share repurchase progmms.

During 2008, we repurchased approximately 17.8 million shares of our conunon stock at an aggregate cost of $200.0 million.
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(14) NetIncomePerConnnonSbam:

Tbereconciliationofthe net income per common share calculation for the years ended December 3 I, 2010, 2009 and 2008 is as follows:

($ attd shares M thousands, except per-share amounts)

Net income used for basic and diluted

eanlings per common sham:
Net income attributable to common shareholders of Frontier

Less: Dividends allocated to unvested restricted stock awards

Total basic net income attributable to common shareholders
of Frontier

Effect of conversion of preferred securities - EPPICS

Total diluted net income attributable to common shareholders
of Frontier

Basic eamfugs per common share:
Total weigbted-average shares and unvested restricted stock awards

outstanding - basic
Less: Weighted-average unvested restricted stock awards

Total weighted-averape shares outstanding - basic

Net income per sham attributable to common shareholders
of Frontier

Diluted earnings per common sham:
Total welghted-average shams outstandhlg - basic
Effect of dilutive sbares

Effect of conversion of preferred securities - EPPICS

Total weighted-average shares outstanding - diluted

Net income per share attributable to common shareholders
of Frontier

2010 m 2009 2008

$ 152.673 $ 120,783 $ 182.660

149,601 118,535 180,916

- - I30

$ 149 601 $ 118 535 $

653,248

649 828

312,183 319,161

,-..,,.......(LL_2
310 021 317 501

$ 0.23 $ 0.38 $ 0.57

649,828 310,021 317,501
1,163 92 435

- 306

650 991 310 I13 318 24{

$ 0.23 $ 0.38 $ 0.57

Stock Options

For tile years ended December 31 2010, 2009 and 2008, options to purchase I 16,000 shares (at exercise prices ranging from $10.44 to $I3.95)
3,55 ,000 shares (at exerc se prices rang ng from $8.19 to $i8,46) and 2,647,000 shares (at exercise prices rang ng from $i 1.I5 to $18.46),
respectively, issuable under employee COlnpensa0on plans were excluded from the computation of difuted earnings per share (EPS) for those periods
because the exercise prices were greater than the average market price of our common stock and, therefore, the effect would be antidilutive, tn

calculating diluted EPS we apply the treasury stock method and include future unearned compensation as part of the assumed proceeds.

In addition, for fue years ended December 31 2010 2009 and 2008 we have deducted the impact of dividends paid on unvested restricted stock
awards from ne income attr butable to common s mreholders of Frontier.

Stock Units

At December 31, 2010, 2009 and 2008, we had 434,765, 440,463 and 324,806 stock units, respectively, issued under the Director Plans. These

securities have not been included in the diluted inconle per share of common stock calculation because their inclusion would have an antidilutive
effect.

Share Repurchase Programs

There were no shares repumhased during 20 I0 or 2009 under share repurchase programs.

During 2008, we repurehased approximately 17.8 million shares of our common stock at an aggregate eost of $200.0 million.
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Thc provision (benetit) for Federal and slate income taxes, as well as the nixes charged or credited to shareholders' equity of Frontier, includes
nmounts both payable currently and deferred for payment in titture periods as indicated below;

/S in igmirungr) 2010 2009 2008

Income taxes charged to the consolidated statenient of
operations:
Current:
Federal
State
Total current

Deferred;
Federal
State
Total deferred
Total income taxes charged to the consolidated statement of
operations (a)

Income taxes charged (credited) to shareholders' equity of Frontier:
Current benefit arising t'rom stock options exercised and restricted stock
Deferred income taxes (benefits) arising Irons the recognition of
additional pension/GPEB liability
Total income taxes clmrged (credited) to shareholders' equity of Frontier (b)

5 18,302 5 11,618 $68,114~IO 260 ~2630 4.415
~28 562 8 988 ~72 529

82,080 49,916 32,984~4357 ~II 024 983
~86437 ~60940 ~33 967

114 999 69 928 106 4')6

881 (4,877)

~17501 ~4353 ~88 410~I7 501 ~3472 ~93 287

Total income taxes: (a) plus (b) $~132 500 ~$66 456 ~$13209

During 2009, we retrospectively changed our method of accounting for repairs and maintenance costs for tax return purposes. The effect of this
change was a decrease of our current tax expense and an offsetting increase of our deferred tax expense of approximately $35.8 million in our 2009
income tax provision. Additionally, in part due to the above noted accounting change, rel'unde of approxtmateiy $56.2 migion were applied for in the
Company's 2008 tax returns and received in 2010. Refunds are recorded an our balance sheet at December 31, 2009 in current assets within Income
taxes and other current assets. 'iYc recorded approximately $8.2 million (net) related to uncertain tax positions in 2009.

U.S. GAAP requires applying a "more likely than not" threshold to the recognition and derecognition of uncertain tax positions either taken or
expected to be taken in the Company's income tax returns. The total amount ot'our gross tax liability for tax positions that may not be sustained under
a "more likely than not" threshold amounts to $54 9 million as of December 31, 2010 including interest of $5 7 million. The amount of our imcertain
tax positions expected to reverse during the next twelve months and which would atfect our effective tax rate is $23.2 million as of December 31,
2010.

The Company's policy regarding the classification of interest and penalties is to include these amounts as a component of income tax expense, This
treatment of mterest and penalties is consistent with prior periods. 1Ve have recognized in our consolidated statement of operations for the year ended
December 31, 2010, additional interest in the amount of $2.3 million. ipe are subject to income tax examinations generally for the years 2006 forward
for Federal and 2005 for state tiling jurisdictions, iue also maintain uncertain tax positions in various state jurisdictions.

The following table sets forth the changes in the Company's balance of unrecognized tax benetits for the years ended December 31,2010 and 2009:

/5 /il i)torlsorrrfs)
2010 2009

Unrecognized tax benetits - beginning of year
Gross decreases - prior year tax positions
Gross increases - current year tax positions
Gross decreases - expired statute of limitations

Unrecognized tax benefits - end of year

S 56,860 S 48,711
(5,442) (3,133)
1,216 12,412~™Mr» r

The amounts above exclude $5.7 million and $5,0 million of accrued interest as of December 31, 2010 and 2009, respectively, that we have recorded
and would be payable should the Company*s tax positions not be sustained.
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Theprovision(benetit) for Federal and state income taxes, as ".veil as the taxes charged or credited to shareholders' equity of Frontier, fueludes

amounts both payable currently and dethrrod for payment in future periods as fudicated below:

($ 9_ thousands)

Income taxes cbarged to tbe consolidated statement of

operations:
Current:
Federal
State

Total current

2010 2009 2008

S I8,302 $ 11,618 $ 68,114

10,260 _ 4,415

28 562 8,988 72 529

Deferred:

Federal
State

Total deferred

Total income taxes charged to the consolidated statement of

operations (a)

ncome taxes cbarged (credited) to shareholders' equity of Frontier:
Current benefit arising from stock options exerc sod and restricted sock
Deferred fucome taxes (benefits) arising from the recognition of

additional pension/OPEB liability
Total income taxes charged (credited) to shareholders' equity of Frontier (b)

Total income taxes: (a) plus (b)

82,080 49,916 32,984

4357 H,024 98....._.........23
86,437 _ 33 967

_ 1064')6

881 (4,877)

17501 (4,35_

I7,50l (3,47_ _

$ 132 500 _ $ 13 209

During 2009 we retrospectively cbanged our method of accounting for repa rs and maintenance costs for tax return purposes. The effect of this

change was a decrease ofo r current lax expense and an offse ng _crease of'our deferred tax expense of approximately $35.8 million in our 2009
income tax provision. Additionally, in part due to the above noted accounting cbange, refunds of approximately $56.2 mi on were applied for in he
Company's 2008 tax returns and received in 2010. Refunds are recorded on our balance sheet at December 31, 2009 in current assets within Income
taxes and otber current assets. We recorded approximately $8.2 million (net) related to uncertain tax positions fu 2009.

U.S, GAAP requires applying a "more likely than not" fureshold to the recognition and derecognition of uncertain tax positions either taken or

expected o be aken in the Company's ncome ax returns. The to a amount of our gross ax ab i y for tax positions that may not be sustained under
a more likely fl an not furesh_dam_untst_$54.9miI_i_nas_fDe_mber3_2_fue_odinginterest_f$5.7mi_fun_ Theamountofourtmeertan
tax positions expected to reverse during the next twelve months and which would affect our effective tax rate is $23.2 million as of December 31.

2010.

The Company's policy regarding the classification of interest and penalties is to include these amounts as a component of income tax expense. This
treatment of interest and penalties s cons sent w h prior periods We have recognized in our consolidated statement of operations for tbe year ended
December 3 I, 2010, additional interest in the amount of $2.3 million. We are subject to ncome tax examinations generally for the years 2006 forward
for Federal and 2005 for state filing jufisdictions. We also maintain uncertain tax positions in various slate jurisdictions.

The following table sets forth tlae changes in the Company's balance of unrecognized tax benefits for the years ended December 31. 2010 and 2009:

($ ill thousands)

Unrecognized tax benefits - beginning of year
Gross decreases - prior year lax positions
Gross increases - current year tax positions
Gross decreases - expired statute of limitations

Unrecognized tax benefits - end of year

2010 2009

$ 56,860 $ 48,711

(5,442) (3,133)
1,216 12,412

I31454) (lr130)

$ 491180 $ 56186 Q

Tbe amounts above exclude $5.7 million and $5,0 million of accrued interest as of December 31, 20 i0 and 2009, respectively, that we have recorded

aM would be payable should the Company's tax positions not be sustained.
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FRONTIER COibIMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(13) Income Taxes:

The foflowing is a reconciliation of the provision for income taxes computed at Federal statutory rates to the effective mtes for thc years ended
December 31, 2010, 2009 and 2008:

2010 2009 2008
Consolidated tax provision at federal statutory rate
State income tax provisions, net of federal income tax benefit
iNon-deductible transaction costs
Tax reserve adjustment
AH other, net

3,5.0'/o 35,0o/o
-' 3.2 2.8

4.2
0.4

35.0%o

2.8

(1.4)
0.2

42 5 % 162 odo 36 (i%

ln 2010, Frontier wrote-off certain deferred tax assets oF approximately $11.3 million related to merger transaction costs which ivere not tax
dedactible. Prior to the closing of the ivterger, these costs were deemed to be tax deductible as the Transaction had not yet been successfully
completed. These costs were incurred to facilitate the iolcrger and once the Ivlerger closed, these costs must be capitalized for tax purposes.

Results for 2010 also include the impact of $4.1 million resulting from health care reform legislation associated with the passage of the Patient
Protection and Aifordable Care Act and of the iicalth Care and Education Reconciliation Act of 2010 (the Acts), partially otYset by a release of 50.9
million in the reserve related to uncertain tax positions and the permanent ditTerence on a split-dollar life insurance policy settlement for $1.6 million.
The health care reform legislation enacted in rvlarch 2010 under the Acts has eliminated the tax deduction for the subsidy that the Company receives
under Medicare Part D for prescription dnig costs.

The components of the net deFcrrcd income tax liability (asset) at Deceinber 31 are as follows:

(5 tyi thoiisnnds) 2010 2009

Deferred incoine tax liabilities:
Property, plant and equipment basis ditferences
Intangibles
Other, net

5 1,448,061 $666,393
1,145,760 292,736

Deferred income tax assets;
Additional pension/OPEB liability
Tax operating loss carryforward
Employee benefits
State tax liability
Accrued expenses
Bad debts
Other, net

176,579
148,338
189,558
13,241
75,407
37,511
4,238

154,856
94,284
74,226
2,531

15,712
9,435

Less: Valuation allowance
Net deferred income tax asset
Net deferred income tax liability

644,S72 364, 165

Deferred tax assets and liabilities are reflected in the foflowing
captions on the consolidated balance sheet:
Deferred income taxes
Incoine taxes and other cmrent assets
Net deferred income tax liability

5 2,220,677 5 722, 192

i » i

Our state tax operating loss carryforward as of December 31, 2010 is estimated at $2.0 biflion. A portion of our state loss carryforward begins to
expire in 2011.

F-25

(I3)

FRONTIERCOMMtJNICATIONSCORPORATIONANDSUBSIDIARIES
NotestoConsolidatedFinancialStatements

hlcome Taxes:
,D

The following is a reconciliation of tbe provision for income taxes computed at Federal statutory rates to tlle effective rates for the years ended
December 31,2010, 2009 and 2008:

Consolidated tax provision at federal statutory rite
State income tax provisions, net of federal income tax benefit
Non-deductible transaction costs

Tax reserve adjustment
All other, net

2010 2009 2008

35.0% 35.0% 35.0%
-' 3.2 2.8 2.8

4.2

0.4 (1.4i
_o.33 It.6i 0.2

42.5 % 36.2 % 36.6 %

In 2010, Frontier wrote-off certain deferred tax assets of approximately $II.3 million related to merger transaction costs whicb were not tax

deductible. Prior to tbe closing of the Merger, these costs were deemed to be tax deductible as tbe Transaction had not yet been successfidly
completed. These costs were incurred to facilitate the Merger and once the Merger closed, these costs must be capitalized for tax purposes.

Results for 2010 also include the impact of $4.1 million resulting from health care reform eg s a on assoe aed with the passage of the Patient
Protection and Affordable Care Act and of the ltealth Care and Education Reconciliation Act of 2010 (tbe Acts), partially offset by a release of $fi,9
million in the reserve related to uncertain tax positions and tbe permanent difference on a split-dollar life insurance policy settlement for $1.6 million.

Tbe bealth care retbrm legislation enacted in March 2010 under the Acts bas eliminated the tax deduction for the subsidy that the Company receives
tinder Medicare Part D for prescription drug costs.

Tbe components of the net deferred income tax liability (asse0 at December 31 are as follows:

(S in thousands)

Deferred income tax liabilities:

Property, plant and equipment basis differences
Intangibles
Other, net

2010 2009

1,448,061 $ 666,393

1,I45,760 292,736

I0r170 3 924

21603399l 963 053

Deferred income tax assets:

AdditionaI pensiordOPEB liability 176,579 154,856
Tax operating loss carryforward 148,338 94,284
Employee benefits 189,558 74,226

State tax liability 13,241 2,531
Accrued expenses 75,407 15,712
Bad debts
Other, net 37,51 l 9,435

4,238 13121
644,872 364,I65

Less: Vab.mtion a flowanco (ll5,5853

Net deterred income tax asset 529)287 272 628

Net deferred income tax liability $ 2_0743704 $

Deferred tax assets and liabilities are reflected in tbe following
captions on the consolidated balance sheet:
Deferred income taxes
Income taxes and other current assets

Net deferred income tax liability

S 2,220,677 $ 722,192

(145r9733 (31,77673

$ 2)074 704 $ 690425

Our state tax operating loss carryforward as of December 3 I, 2010 is estimated at $2.0 billion. A portion of our state loss carryforward begins to
expire in 2011.
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Beginning October I, 2010, each non eotployee director is entitled to receive sn annual retainer of (I) $75 000 in cash, which he or she has the option
of receiving in the form ot stock units, and (2) $75,000 in the form of stock units. In addition, the Lead Director, the chair of the Audit Cotnmittee
and tfte chair of the Compensation Committee each n:ceives an anmtal stipend of $20,000, the chair of the Nominating and Corporate Governance
Committee receives an annual stipend of S10,000 and the chair of the Retirement Plan Committee receives an annual stipend of S7,500. Directors no
longer receive meeting fees.

All fees paid to the non-employee directors in 2010 were paid quarterly. Directors are required to irrevocably elect by December 31 of the prior year
to receive stock units in Iiea of cash. If the director elected stock units, the mtmber of units credited to the director's account is determined as follows:
the total cash value of the fees payable to the director are divided by 85% of the closing prices of Frontier common stock on the last business day of
the calendar quarter in which the fees or stipends were earned. Units are credited to the director's account quarterly. Directors must also elect to
convert the units to either common stock (convertible on a one-to-one basis) or cash upon retirement or deatk

Dividends are paid on stock units held by directors at the same rate and at the same time as we pay dividends on shares of our contmon
stock. Dividends on stock units arc paid in the form of additional stock units.

The munber of shams of common stock authorized For issuance under the Directors' Equity Plan is 2,540,761, which includes 540,761 shares that
were available for grmtt under the Deferred Fee Plan on the effective date of the Directors' Equity Plan. In addition, it and to the extent that any "pLnn
units" outstatuling on ivlay 25, 2006 under the Deferred Fee Plan are forfeited or if any option granted under the Deferred Fee Plan terminates, expires,
or is cancelled or forfeited, tvitbout having been Fully exercised, shares of common stock subject to such "plan units" or options cancelled shaft
become available under the Directors' Equity Plan. At December 31, 2010, there were 1,956,812 shares available for grant. There were 14 directors
participating in the Directors' PLsns during all or part of 2010, In 2010, the total options granted and plan units earned were 30,000 and 95,695,
respectively. In 2009, the total options granted and plan units earned were 0 snd 76,326, respectively. In 2008, the total options granted and plan
tmits earned were 0 and 102,673, respectively. Options granted prior to the adoption of the Directors' Equity Plan were granted under the 2000 EIP.
At December 31, 2010, 172,246 options were outstanding and exercisable under the Director Plans ate weighted average exercise price of $11.52.

For purposes of determining compensation expense, the fair value of each option grant is estimated on the date of grant using the Black-Scholes
option-pricing model which requires the use of various assumptions including expected life of the option, expected dividend rate, expected volatility,
and risk-free interest rate. The expected life (estimated period of time outstanding) of stock options granted was estimated using the historical exercise
behavior of employees. Tire risk free interest rate is based on the U.S. Treasury yield curve in effect at the time of the grant. Expected volatility is
based on historical volatility for a period equal to the stock option's expected life, calculated on a monthly basis.

To tfte extent directors elect to receive the distribution of their stock tmit account in cash, they are considered liability-based awards. To the extent
directors elect to receive tlte distribution of their stock unit accounts in common stock, they are considered equity-based awards. Compensation
expense for stock units that are considered equity-based awards is based on the market value of our common stock at the date of grant. Compensation
expense for stock units that are considered liability-based awards is based on the market value of our common stock at the end of each period.
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Beginning October 1, 2010, each non-employee director is entitled to receive an annual retainer of(I) $75,000 in cash, which he or she has the option
of receiving in tbe lbrm of stock units, and (2) $75,000 in the form of stock units. In addition, die Lead Director, the ebair of the Audit Committee
md tile ella r of [ e Co npens_ on Corn n ee eac 1 rece yes an annual s ipet d of $20,000, he e air of tile Nominating and Corporate Governance
Committee receives an annual stipend of $ 0,000 and t le c la r of the Re remen Plan Corn n tee receives an ann al st pend of $7,500 D rec ors no

longer receive meeting fees.

All fees paid o the non emp oyee d rectors n 2010 were paid qt arterly. D rec ors are reql red o rrevocab y e ee.t by December 31 of the prior year
to receive stock units in lieu of cash. If tile director elected stock units, the number of units cred ted o he diree or s account s de erm ned as fo lows:
the total cash value of the fees payable to the director are divided by 85% of the closing prices of Frontier common stock on the last business day of
he ca e dar q arter in whic 1 he fees or s pends were earned U its are credited to the director's account quarterly, Directors must also elect to

convert the units to either common stock convertible on a one-to-one bas s) or cash upon re irement or dear.

Dividends are paid on stock units held by directors at the same rate and at the same time as we pay dividends on shares of our common
stock. Dividends on stock units are paid in the form of additional stock units.

The number of shares of common stock authorized for issuance under the Directors' Equity Plan is 2,540,76l, which includes 540,761 shares that
were available for gra t t der the Deterred Fee Plan on the effective date of e Direetors_ Equity Plan. In addmon, rfa.ndto fl_,eextentthat any plan

,, " 2006 under the Deferred Fee P an are forfeited or fany optton gran ed tnaer he Detbrrea tee rtan terminates, expires,
unt!s outstanding on May 25, , . . . • a _--_ af cram'non stock i to s eh 'Man units" or opons cancelled shall
or s ca ee ed or forfel ed without nay ng oeen ratty exere se,J s a,c ............. subject
become available under the Directors Equity Plan. At December 3 , 2010, here were 1,956,812 shares available for grant. There were 14 directors

partcpaingin he Drectors' Plans during all or part of 2010 In20 0 he oa op onsgrantedandpanuntseamedwere 30000and95,695,
respec ve y n 2009 the o a options gmn ed and p an un s earned were 0 and 76 326 respective!y, in 2008, the total options granted and plan
units earned were 0 a _d 102 673 respec ve y Options gran ed prior to the adop on of he Directors Equity Plan were granted under the 2000 EIP.
At December 31,2010, 172,246 options were outstanding and exercisable under he Director Plans at a weighted average exere se price of $11.52.

For purposes of de erm n ng co "ape sation expense the fair vat e of each option grant is estimated on he date of grant using the Black-Scholes
option-pric ng node which requires he use of var ous assumpt ons ne uding expec ed fe of he op on expected dividend rate expected volatility,
and risk-free interest rate. The expected life (est mated period of time ou s and ng) of stock options gran ed was est mated using he his orical exerc so
behavior of e nployees. T1 e r sk free eres rate is based on the U.S. Treasury yield curve in effect at the time of the grant. Expected volatility is
based on historical volatility for a period equal to the stock option s expected life, ca eu aed on a monthly basis.

To the extent directors elect to receive the distribution of their stock unit account in cash, they are considered llability-based awards. To the extent
d rectors e eet to receive the distribution of the r stock un t accounts n common stock, they are considered equity-based awards. Compensation

expense for stock units that are considered equity-based awards is based on he market value of our common sock at the date of gran. Compensation
expense for stock units that are considered liability-based awards is based on the market value of our common stock at the end of each period.

F-24



The following sumntary presents information regar&ling ttnvested restricted stock mtd clumges with regard to restricted stock under the EIP.'

Balance at January I, 2008
Restricted stock granted
Restricted stock vested
Restricted stock forfeited

Bulance at December 31, 2008
Restricted stock granted
Restricted stock vested
Restricted stack forfeited

Balance at December 31, 2009
Restricted stock granted
Restricted stock vested
Restricred stock forfeited

Balance at December 31 2010

rynnrber of
Slrrrres

1,209,000
887,000

(367,000)
27 000

1,702,000
1,119,000
(557,000)

71 000
2, 193,000
3,264,000
(874,000)
143 000

4 440 000

ll'eigirred
.4 reroge

Cronr Dote
F&rfr Voice

14.06 $
11.02 5
13.90 5
13.39
12.52 5
8.42 5

12.77 5
11.02
10.41 S
7.54 S

1086 5
7.95
8.29 8

rlggregore
Fair Vahre

15,390,000
7,757,000
3,209,000

14,876,000
8,738,000
4,347,000

17,126,000
31,760,000

8,507,000

43, 199,000

ln connection with the completion of the iulerger an July I, 2010, the Company granted an aggregate of 1,911,000 shares of restricted stock with a
total fair value of $14.2 million to its senior management, as s retention and trmtsaction bonus based on contributions that senior management made to
acltieve kcy milestones of the Transaction, and to all employees (including senior management) as a Founder's Stock Grant during the third quarter of
2010. The restricted shares granted to senior management vest in three equal annual installments commencing one year ai}er the grant date. The
Founder's Stock granted to aH employees vest 100%an the third anniversary of the grant date,

For pmposes of determining compensation expense, the fair value of each restricted stock grant is estimated based on the average of the high and low
market price of a share of our common stock on the date of grant. Total remaining unrecognized contpensation cost associated with unvested restricted
stock awards at December 31, 2010 was $26.0 million and the weighted average period over which this cost is expected to be recognized is
approximately two years.

Non-Employee Directors' Compensation Plans

Prior to October I, 2010, upon commencement of bis or her service on the Board of Directors, each non employee director received a grant of 10 000
stock options. These options were awarded under the Directors' Equity Plan foHowing etYectiveness of the Directors' Equity Plan an rvday 25,
2006. Prior thereto, these options were awarded under the 2000 EIP. The exercise price of these options, which became exercisable six months ager
the grant date, was the fair market value (as defined in the relevant plan) of our common stock on the date of gmnt. Options granted under the
Directors' Equity Plan expire on the earlier of the tenth annivemary of the grant date or the first anniversary of termination of service as a director.
Options granted to non-employee directors under the 2000 FIP expire on the tenth anniversary of the grant date.

Prior to October I, 2010, each non-employee director also received an annual grant of 3,500 stack units. These units were awarded under thc
Directors' Equity Plan and prior to effectiveness of that plan, were awarded under the Deferred Fee Plan. Since the etTectiveness of the Directors*
Equity Plan, no funher grants have been made under the Deferred Fee Plan. Prior to April 20, 2004, each non-employee director received an award of
5,000 stock options. The exercise price of such options was set at 100% of the fair nmrket value on the date the options were granted. The options
were exercisable six months after tho grant date and remain exercisable for ten years aRer the grant date.

In addition, prior to October I, 2010, each non-employee director tvas entitled to receive an annual retainer, which he or she had the option of
receiving in the iorm of 5,760 stock units or a cash payment of $40,000. Each non-employee director was also entitled to receive a fee of $2,000 for
each in-person meeting of the board of directors or committee of the board attended and $1,000 for each telephonic meeting of the board of directors
or committee of the board attended. Additionally, the Lead Director received an annual stipend of $15,000, the chair of the Audit Committee received
an annual stipend of $25,000, the chair of the Compensation Committee received an annual stipend of $20,000, the chair of the Nominating and
Corporate Governance Committee received an annual stipend of $7,500 and the chair of the Retirement Plan Committee received an annual stipend of
$7,500.
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The fuHowing stlmmary presents inthrmation regarding unvested restricted stock and chemges with regard to restricted stock under the EIP:

Balance at January 1, 2008

Weighted

.4_.er_lge
Number of Grant Date Aggregate

Shares Fair Vahte Fair Value

15,390,0001,209,000 $ 14.06 $
Restricted stock granted 887,000 5 11.02 $
Restticted stock vested (367,000) $ 13.90 $

Restricted stock forfeited _271000) $ 13.39

Balance at December 31,2008 1,702,000 $ 12.52 5
Restrictedstockgranted 1,II9,000 $ 8.42 $
Restricted stock vested

(557,000) $ I2.77 $
Restricted stock forfeited {7IT000) $ II.02

Balance at December 31, 2009 2,193,000 $ 10.41 $
Restricted stock granted 3,264,000 $ 7.54 $
Restrictedstockvested (874,000) 5 10.86 S

Rest ric ted stock Ibr feited (143T000) $ 7.95

Balance at December 31_ 2010 4r440_000 $ 8.29 5

7,757,000
3,209,000

14,876,000
8,738,000
4,347,000

17,126,000
31,760,000

8,507,000

43,199,000

fu connec ion wifu the completion of the Merger on Ju y 20 O, he Company granted an aggregate of 1,911,000 shares of restricted stock with a

total fair :alue of $14.2 million to its senior management, as a retention and transac ion bonus based on eontribufons that senior management made to
achieve key milestones of the Transaction, and to all employees (including senior management) as a Founder's Stock Grant during the third quarter of
2010. The restricted shares granted to senior managemento vest in three, equal annual installments commencing one year after the grant date. The
Founder s Stock granted to all employees yes I00_ on the bird anmversary of the grant date.

For purposes ofdeterminin 8 compensation expense, the fair value of each restricted stock grant is estimated based on the average of the high and low
market price of a share of our common stock on the date of grant. Total remaining mrecognized compensation cost associated with unvested restricted

stock awards at December 3 , 2010 was $26.0 million and the weighted average period over which this cost is expected 1o be recognized is
,approximately two years.

Non-Employee Directors' Compensation Plans

Prior to October 1, 2010, upon commencement of his or her service on the Board of Directors, each non-employee director received a grant of 10,000
stock options. These options were awarded under lhe Directors' Equity Plan following effectiveness of tile Directors' Equity Plan on May 25,
2006. Prior thereto, fuese options were awarded under the 2000 EIP. The exercise price of these options, which became exercisable six months aRer

the grant date, was ihe flair market value (as defined in the relevant plan) of our common stock on the date of grant. Options granted under the
Directors' Equity Plart expire on the earlier of the tenth anniversary of the grant date or the first anniversary of termination of service as a director.
Options granted to non-employee directors under the 2000 EIP expire on the tenth anniversary of the grant date.

Prior to October l, 2010, each non-employee director also received an annual grant of 3,500 stock units. These units were awarded under tile

Directors' Equity Plan and prior to effectiveness of that plan, were awarded under the Deferred Fee Plan. Since the effectiveness of the Directors'
Equity Plan, no further grants have been made under the Deferred Fee Plan. Prior to April 20, 2004, each non-employee director received an award of

5,000 stock options. The exercise price of such options was set at 100% of the fair market value on the date the options were granted. The options
were exercisable six months after the grant date and remain exercisable for ten years after the grant date.

In addition, prior to October 1, 2010, each non-employee director was entitled to receive art annual retainer, which he or she had the option of
receiving in fue form of 5,760 stock units or a cash payment of $40,000. Each non-employee director was also entitled to receive a fee of $2,000 for
each in-person meeting of the board of directors or conunittee of the board attended and 51,000 for each telephonic meeting of the board of directors
or committee of the board attended. Additionally, the Lead Director received an annual stipend of 515,000, the chair of the Audit Committee received

an annual stipend of 525,000, the chair of the Compensation Committee received an annual stipend of 520,000, the chair of the Nominating and
Corporate Governance Committee received an annual stipend of $7,500 and the chair of the Retirement Plan Committee received an aratual stipend of$7,500.
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FRONTIER COlvllvlUNICATIONS CORPORATION AND SUBSIDIARIES
Nates to Consolidated Financial Statements

The I'ollovving summary presents information regarding outstanding stock options and changes with regard to options under the EIP:

Balance at Janunry I, 2008
Options granted
Options exercised
0 tions canceled forfeited orig sed

Balance at Decmnber 31, 2008
Options granted
Options exercised
0 tions canceled forfeited orle sed

Balance at December 31, 2009
Options granted
Options exercised
0 tions canceled forfeited orle sed

Balance at December 31 2010

Shares
Subject to
0 Bon

3,955,000

(187,000)
55 000

3,713,000

(114,000)
48 000

3,551,000

2 044 000
I 507 000

IVeighted
vlverage

Option Price
Per Share

13.13

7.38
IOAO

13A6

6.58
9.24

13.74

16.13
10.50

IVeigitred
Average

Rrttraining
Li ein Years

25 S

743,000

495,000

' 65,000

I.s S

1.7 8 603,000

Aggregate
Intrinsic

I'aine

3A 5 5,727,000

The following table summarizes information about sftares subject to options under the EIP at December 31,2010:

0 tiaus Otttstautiitt 0 tines Exercisable

rytuttber
Outstanditr

391,000 8
SO6,'OOO

491,000

t

Range af
Lrercise Prices

8.19-8.19 5
IOA4-10.44 S
11.15-11.79 S
11.90-13.95
8.19-13.95 5

iyeigit ted rl verage
Exercise Price

8.19
I0A4
11.77
13,08
iO, SO

I Vei gh ted rl v crag e
Retnai ning

Li ein Years
ryuutber

Exercisable
1.37 391,000 5
2.41 506,000 5
0.12 491,000 $

r
r

IVeighted
Average

Exercise Price
8.19

IOA4
11.77
13.08
10.50

The number of options exercisable at December 31, 2009 and 2008 were 3,550,000 and 3,706,000, with a weighted average exercise price of $13.74
mtd $13,46, respectively.

Cash received upon the exercise of options during 2010, 2009 and 2008 was $0 million, $0.8 million and $1.4 million, respectively. There were no
stock options granted during 2008, 2009 and 2010 under the EIP. liters is no remaining mtrecognized compensation cost associated with unvested
stock options at December 31, 2010.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Tile Ibllowing summary presents information regarding outstanding stock options and changes with regard to options under the EIP:

Balance at January I, 2008
Options granted
Options exercised
Options canceled Tforfeited or lapsed

Balance at December 3I, 2008
Options granted
Options exercised
Options canceled, forfeited or lapsed

Balance at December 31, 2009

Options granted
Options exercised
Options caneeled_ forfeited or lapsed

Balance at December 31 r 20 [0

Weighted tVeighted
Shares Average Average Aggregate

Subject to Option Price Remaining Intrinsic
Op_on Per Share Life in Years Value

3,955,000 S 13.13 3.4 $ 5,727,000
- $

(187,000) S 7.38 $ 743,000

(551000) $ 10.40
3,713,000 $ 13.46 2.5 $ 495,000

- S
(114,000) S 6.58 $ ' 65,000

(48T000) $ 9.24
3,551,000 $ 13.74 1.5 $

- $
- $

(2r044000) $ 16.I3
1_507T000 $ [0.50 1.7 $ 603,000

The following table summarizes information about shares subject to options under the EIP at December 31, 2010:

Optiotts Outstanding Options Erereisable
Weighted Average Weighted

Nmnber Range of Weighted Average Remaining Number Average
Outstandin_ Exercise Prices Exercise Price Life in Years Exercisable Exercise Price

391,000 $ 8.19-8.19 $ 8.19 1.3t 391,000 $ 8.19
506,000 10.44-10.44 $ 10.44 2.41 506,000 $ 10.44
491,000 11,15-11.79 $ 11.77 0,12 491,000 $ I1.77

1191000 11.90-13.95 $ 13,08 4.53 1191000 $ 13.08

1,507_000 $ 8.19-13.95 S 10.50 1.64 1507_000 $ 10.50

The number of options exercisable at December 31, 2009 and 2008 were 3,550,000 and 3,706,000, with a weighted average exercise price of $13,74

and $13,46, respectively.

Cash received upon the exercise of options during 2010, 2009 and 2008 was $0 million, $0.8 million and $IA million, respectively. There were no
stock options granted during 2008, 2009 and 2010 trader the EIP. There is no remaining unrecognized compensation cost associated with unvested

stock options at December 31, 2010.
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(12) Stock Plans:

At December 31, 2010, we had five stock-based compensation plans under which gmnts Iwve been made and awards remained outstanding. These
plans, which arc ifescnbed below, are the 1996 Equity Incentive Plan (1996EIP), the Ainended mid Restated 2000 Equity Incentive Plan (2000 EIP),
the Non-Employee Directors' Deferred Fee Equity Plan (Deferred Fee Plan), the Non-Employee Directors' Equity Incentive Plan (Directors' Equity
Plan, and together with the Deferred Fee Plan, the Director Plans) and the 2009 Equity Incentive Plan (2009 EIP, and together with the 2000 EIP, the
EIP).

t)ur general policy is to issue shares from treasury upon the grant of restricted shares and exercise of options. At December 31, 2010, there were
12,540,761 sliares authorized for grant under these plans and 8,786,756 shares available for grant under two of the plans. No furtlier awards may be
gtanted under three of the plans: the 1996 EIP, the 2000 EIP or the Deferred Fee Plan:. ——

In connection with the Director Plans, compensation costs associated with the issuance of stock units was $1.7 million, $0.7 million and $0.8 million
in 2010, 2009 mid 2008, reipectively, Cash compensation associated with the Director Plans was $0,5 million in 2010, $0.6 million in 2009 and $0,5
million in 2008. These costs are recognized in Other operaiing expenses.

Ive have granted restricted stock awards to employees in the form of our common stock. The nutnber of slmres issued as restricted stock awards
during 2010, 2009 and 2008 were 3 264 000, 1,119000 and 887 000, respectively. None of the restricted stock awards may be sold, assigned, pledged
or othenvise transferred, voluntarily or involuntarily, by the employees until the restrictions lapse, subject to limited exceptions. The restrictions are
time based. At December 31, 2010, 4,440,000 shares of restricted stock were outstanding. Compensation expense, recognized in Other operating
expenses, ol'$12 8 inillion, $8 7 million and $6 9 million, for the years ended December 31, 2010, 2009 aod 2008, respectively, has been recorded in
connection with these grants.

1996,2000 and 2009 Equity Incentive Plans

Since the expiration dates of the 1996 RIP snd the 2000 EIP on May 22, 2006 and May 14, 2009, respectively, no awards have been or may be granted
under the li)96 EIP and the 2000 EIP. Under the 2009 EIP, awards of our conimon stock may be granted to eligible officers, iuanagement employees
and non-management employees in the form of incentive slock options, non-qualified stock options, SARs, restricted stock or other stock-based
awards. As discussed under the Non-Employee Directors' Compensation Plans below, prior to May 25, 2006 non-employee directors received an
award of stock options under the 2000 EIP upon commencement of service,

At December 31, 2010, there were 10,000,000 shares authorized for grant under the 2009 EIP aud 6,829,944 shares available for grant. No awards
may be granted more than 10 years after the etfective date (May 14, 2009) of the 2009 EIP plan. The exercise price of stock options and SARs under
the 2009, 2000 and 1996 FIPs generally are equal to or greater than the fair market value of the underlying common stock on the date of grant. Stock
options are not ordinarily exercisable on the date of grant but vest over a period of time (generally four years). Under the terms of the EIPs,
subsequent stock dividends and stock splits have the etfect of increasing the option shares outstanding, which correspondingly decrease the average
exercise price of outstanding options.

(12) Stock Plans:

At December 31, 2OIO, we bad five stock-based compensation plans under wbich grants have been made and awards remained outstanding. These

phms, wbich are described below, are the 1996 Equity Incentive Plan (1996 EIP), the Amended and Restated 2000 Equity Incentive Plan (2000 EIP),
the Non-Employee Directors' Delbrred Fee Equity Plan (Deferred Fee Plan) he Non-Employee D rec ors' Equ ty ncentive Plan (Directors' Eq y
Nan, and together wbh the Deferred Fee Plan, the Director Plans) and the 2009 Equity Incentive Plan (2009 EIP, and together with the 2000 EIP, the
EIP).

Our general policy is to issue shares from treasury upon the grant ofres de ed sbares and exercise of options At December 31, 2010, there were

12,540,76I snares authorized for grant under these plans and 8 786 756 sbares ava abo for grant under two of e pans No further awards may be
gra ted 1 rider t tree of le pans; le 1996 EIP, the 2000 E P or t le Deferred Fee Plan; ...........

In connection with the Director Plans, compensation costs associated with the issuance of stock units was $1.7 million, $0.7 million and $0.8 million
in 2010, 2009 and 2008, respectively. Cash compensation associated with the Director Plans was $0,5 million in 2010, $0.6 million in 2009 and $0.5
nrillion in 2008. These costs are recognized in Other operating expenses.

We [lave granted restricted stock awards to employees in the form of our common stock. The number of sbares issued as restricted stock awards

during 2010, 2009 and 2008 were 3.264,000, 1,119,000 and 887,000, respectively, None of the restricted stock awards may be sold, assigned, pledged
or otherwise transferred, vohmtarily or invohmtarily, by the employees until the restrictions lapse, subject to limited exceptions. The restrictions are
time based. At December 3l, 2010, 4,440,000 shares of restricted stock were outstanding. Compensation expense, recognized in Other operating
expenses, of $12.8 million, $8.7 million and $6.9 million, for the years ended December 31, 2010, 2009 and 2008, respectively, has been recorded in
connection with these grants,

1996, 2000 and 2009 Equity Incentive Plans

Since the expiration dates of the 1996 EIP and the 2000 EIP on belay 22 2006 and May 14 2009 respee ve y, no awards have been or may be granted

u rder the 1996 EIP and the 2000 E P. Under the 2009 E P, awards of our common stock may be granted to eligible officers, management employees
and non-management employees in the form of incentive stock options non-qualified stock options, SARs, res r cted stock or other stock-based

awards. As discussed under the Non-Employee Directors' Compensation Plans below prior to May 25, 2006 non-employee directors received an
award of stock options under the 2000 EIP upon commencement ofserv ce,

At December 3I. 2010, there were I0,000,000 shares authorized for grant under the 2009 EIP and 6,829,944 shares available for grant. No awards
may be granted more than l0 years after the effective date (May 14, 2009) of the 2009 EtP plan. The exercise price of stock options and SARs under
the 2009, 2000 and 1996 EIPs generally are equal to or greater than the fair market value of the underlying common stock on the date of grant. Stock
options are not ordinarily exercisable on tile date of grant but vest over a period of time (genera y four years). Under the terms of the EIPs,

subsequent stock dividends and stock splits have the effect of increas ng he op on shares ots and ng wh ch correspondingly decrease the average
exercise pr ce ofo_ tstanding options.
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('1) Investment Income:

The coinponents of investment income for the years ended December 31,2010, 2009 and 2008 are as follows:

(5 /n r/iousoirr/s) 2010 2009 2008

Interest and dividend income
Investment gain
Equity earnings
Total investment income

$ 3,471 $ 5,291 5 10,928
3,010

367 994 5 190

I I !
During 2010, we recognized a gain of $3.0 million associated with cash received on our previously written-off investment in Adelphia.

(10) Other Income (Loss), Net:

The components of other income (loss), net for the years ended December 31, 2010, 2009 and 2008 are as follows:

(5 in rhoiisoiids)

Loss on retirement of debt, net
Split dollar life insurance policy settlement
Litigation settlement proceeds/(costs)
Gain on expiration/settlemeni of customer advatices, net
Other, net

Total other income (loss), net

2010 2009 2008

r ~r

5 5 (45,939) $ (6,290)
4,454
3,364 2 749 (I 037)
4,973 2,741 4,520

During 2010, we recognized a gain of S4.5 niillion on the settlement of a split-dollar life insurance policy and $3.4 million in settlement proceeds

related to litigation arising from businesses that the Company exited several years ago.

During 2010, 2009 and 2008, we recognized income of $5.0 million, $2.7 million and $4.5 million, respectively, in connection with certain retained

liabilities that have terminated, associated with customer advances for constrtiction from our disposed water properties.

During the fourth quarter of 2009, we recognized a loss of $53.7 million on the early retirement of debt in connection with a $700.0 million debt

tender offer. During 2009, we also recognized a $7.8 million gain as a result of repurchasing $396.7 million principal amount of debt. During 2009,

we recorded litigation settlement proceeds of$27 million in connection with the Bangor, (via inc legal matter.

Duriitg 2008, we retired certain debt and recognized a loss of $6.3 million on tlte early extinguishment of debt at a premium, mainly for the 9.25'/o

Senior Notes due 2011.During 2008, we recorded legal fees and settlement costs in connection with the Bangor, Maine legal matter of $1.0 million.

(11) Capital Stock:

On October 27, 2009, in conjunction with the shareholder vote to approve the Tmnsaction, our stockholders approved an increase in the number of
authorized shares of Frontier common stock from 600,000,000 to 1,750,000,000. The Certilicate of Amendment to our Restated Certificate of
Incorporation etfectuating the increase was filed and became effective immediately prior to the effective date of the Ivlerger. The amount and timing

of dividends payable on common stack are, subject to applicable law, within the sole discretion of our Board of Directors.
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(9) InvestmentIncome:
ThecomponentsofinvestmentincomefortheyearsendedDecember31,2010,2009and2008areasfollows:

($ in thousands) 2010 2009

Interest and dividend income $ 3,471 $

Investment gain 3,010

Equity earnings 367
Total investment income $ 6,848 $

5,291 $

994
6_285 $

2008

10,928
°

5rI90

t6_I18

(10)

During 20 I0, we recognized a gain of $3.0 million associated with cash received on our previously written-off investment in Adelphia.

Other Income (Loss), Net:

Tbe components of other income (loss), net for the years ended December 3 I, 2010, 2009 and 2008 are as tblIows:

($ in thousands)

Loss on retirement of debt, net

Split dollar life insurance poIicy settlement
Litigation settlement proceeds/(costs)
Gain on expiratgnv'settlelnent of customer advances, net
Other, net

Total other income (loss), net

2010 2009 2008

$ - $ (45,939) $ (6,290)

4,454
3,364 2,749 (1,037)
4,973 2,74I 4,520

89............_.....29c678)
$ 13 690 _

(1I)

During 2010, we recognized a gain of $4.5 million on the settlement of a split-dollar life insurance policy and $3.4 million in settlement proceeds

related to litigation arising from businesses that the Company exited several years ago.

During 2010, 2009 and 2008, we recognized income of $5.0 million, $2.7 million and $4.5 million, respectively, in connection with certain retained
liabiIities that have terminated, associated with customer advances for consmtction from our disposed water properties.

D nring the fourth quarter of 2009 we recognized a loss of $53 7 million on the early retirement of debt in connection with a $700.0 million debt
tender offer. During 2009, we also recognized a $7.8 million ga n as a resu t of repurehasing $396.7 million principal amount of debt. During 2009,

we recorded litigation settlement proceeds of $2.7 million in connection with the Bangor, Maine legal matter.

Dud g 2008 we re red certain debt and recognized a loss of $6.3 million on the early extinguishment of debt at a premium, mainly for the 9.25%
Senior Notes due 2011. During 2008, we recorded legal fees and settlement costs in connection with the Bangor, Maine legal matter of $l.0 million.

Capital Stock:

On October 27, 2009 n conj netion witb the shareho der voe o approve the Transaction, our stockholders approved an increase in the number of
authorized shares of Frontier common stock from 600,000,000 to ,750,000,000. The Certificate of Amendment to our Restated Cert flea e of

Incorporation effectuating the increase was filed and became effective immediately prior to the eftbctive date of the Merger. The amount and timing

of dividends payable on common stock are, subject to applicable law, within the sole discretion of our Board of Directors.
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Tlii: Cillllpnny accepted for purchase, in accorilance ivith the tcrliis of the tmidcr otTer referred to above, approximately $564.4 million aggregate
principal amount of tbe 2011 Notes and approximately $83A million of the 2013 Notes tendered during the tender period, which expired on October
16, 2009. The aggregate consiiteration for these debt repurchases was $701.6 million, which wss financed with the proceeds of the debt otTering
dtuicribed above aml wish on band. The repurchases resulted in a loss on the early retirement of debt of $53.7 million, which wc recognized and
included in Other income (loss), net in our consolidated statement of operations for the year ended December 31, 2009,

ln addition to the debt teiider otTer, we used $388.9 inillion of the debt offering proceeds in 2009 to repurchase $396.7 million principal amount of
debt, consisting ot' $280.8 million of the 2011 Notes, $54. 1 million of our 7,875'/ Senior Notes due January 15, 2027, $35.9 million of the 2013
iNotes, $16.0 million of our 7.1254/s Senior Notes due blarch 15, 2019 and $9.9 million of our 6.80'/s Debentures dne August 15, 2026. As a result of
these repurchases, a $7.8 million net gain was recogtuzed and included in Other income (loss), net in our consolidated statement of operations for the
year ended December 31, 2009,

As a result of these 2009 debt tinancing, tender activities and other debt rcpurchases described above, as of December 31, 2010, our 2011 debt
maturity was reduced to $280.0 million.

During 2008, we retired an aggregate principal amount of $144.7 million of debt, consisting of S 128.7 million principal amount of the 2011 Notes,
S12.0 inillion of other senior unsecured debt and rural utilities service loan contracts, and $4.0 million of 5'/a Company Obligated Mandatorily
Redeenmble Convertible Prcfi:rred Securities (EPPICS).

On March 28, 2008, we borrowed $135.0 million under a senior unsecured term loan facility that was established on March 10, 2008. The loan
matures in 2013 and bears interest of 2 06s/s as of December 31, 2010. The interest rate is based an the Prime rate or LIBOR, at our election, Plus a
margin which varies depending on our debt leverage ratio. (Ve used the proceeds to repurchase, during the tirst quarter of 2008, $128.7 million
principal amount of the 2011 Notes and to pay for the $6,3 million of premium on early retireinent of these notes.

On January 15, 2008, we terminated all of our interest rate swap agreements representing $400.0 million notional amount of indebtedness associated
with our Senior Notes due in 2011 and 2013.Cash proceeds on tha scrap terminations of approximately S i 5 5 million were received in January 2008.
The related gain has been deferred on the consolidated balance sheet, and is being amortized into interest expense over the term of the associated debt.

As of Deceinbcr 31, 2010, we were in compliance with all of our debt and credit facility tinancial covenants.

Our principal payments for the next tive years are as t'ollows as of December 31,20!0:

(5 in rltoasunr(s)
Principal

2011
2012
2013
2014
2015

S 280,002
5 180,366$709,855
5 600,517$800,549

(8) Derivative Instruments and Hedging Activities:

Interest rate swap agreements were used to hedge a portion of our debt that is subject to fixed interest rates. Under our interest rate swap agreements,
we agreed to pay an amount equal to a specified vnriable rate of interest times a notional principal amount, snd to receive in renim an amount equal to
a specified fixed rate of interest times the same notional principal amount. The notional amounts of the contracts were not exchanged. No other cash
payments are made unless the agreement is terminated prior to maturity, in which case the amount paid or received in settlement is established by
agreement at the time of termination and represents the market value, at the then current rate of interest, of the remaining obligations to exchange
payments under the terms of the contracts.

On January 15, 2008, we terminated all of our interest rate swap agreements representing $400.0 million notional amount of indebtedness associated
with our Senior Notes due in 2011 and 2013. Cash proceeds on the swap tcrminations of approximately $15.5 million ivere received in January 2008.
The related gain has been deferred on the consolidated balance sheet, and is being amortized into interest expense over the term of the associated
debt. For the years ended December 31, 2010, 2009 and 2008, we recognized $1.0 million, $7.6 million and $5.0 million, respectively, of deferred
gain. (Ve anticipate recognizing an additional $1.0 million of deferred gain during 2011. As of December 31, 2010 and 2009, we did not have any
derivative instruments.

TheCompanyacceptedtbrpurchase,inaccordancewilhtheterms of tile tender offer referred to above, approximately $564.4 million aggregate
principal amount of the 2011 Notes and approximately $83.4 million of the 2013 Notes tendered during the tender period, which expired on October
16, 2009. The aggregate consideration lbr these debt repurchases was $701.6 million, which was financed with the proceeds of the debt oftbring
described above and c_lsh on hand. The repurchases resulted in a loss on the early retirement of debt of $53.7 million, which we recognized and
included in Other income (loss), net in our consolidated statement of operations tbr the year ended December 3 I, 2009.

In addition to the debt tender offer, we used $388.9 million of the debt offering proceeds in 2009 to repurchase $396.7 million principal atrto',mt of
debt, consisting of $280.8 million of the 2011 Notes, $54.I million of our 7.875% Senior Notes due Janua_ 15, 2027, $35.9 million of the 2013
Notes, $16.0 million of our 7.125% Senior Notes due March I5, 2019 and $9.9 million of our 6.80% Debentures due August 15, 2026. As a result of
these repurchases, a $7.8 million net gain was recognized and included in Other income (loss), net in our consolidated statement of operations for the
year ended December 31, 2009.

As a result of these 2009 debt financing, tender activities and other debt repurchases described above, as of December 3 l, 2010, our 201 l debt
maturity was reduced tu $280.0 million.

During 2008, we retired an aggregate principal amount of $I 44.7 million of debt, consisting of $128.7 million principal amount of the 2011 Notes,
812.0 milliot_ of other senior unsecured debt and talral utilities service loan contracts, and S4.0 million of 5% Company Obligated Mandatorily
Redeemable Convertible Preferred Securities (EPPICS),

On March 28, 2008, we borrov,,ed $135.0 million under a senior unsecured term loan facility that was established on March I0, 2008. The loan

mahlres in 2013 .lad bears interest of 2.06% as of December 3 I, 2010. The interest rate is based oa the prime rate or LtBOR, at our election, plus a
margin which varies depending on our debt leverage ratio. We used e proceeds to repurchase during the first quarter of 2008, S 28.7 million
prineiped amount of the 2011 Notes and to pay for the $6.3 million of prenrium on early retirement of these notes.

On January 15, 2008, we terminated all of our interest rate swap agreements representing $400.0 million norional amount of indebtedness associated

with our Senior Notes due in 201I and2013. Cash proceeds on the swap ermna onsofapproximately$ 55m onwerereceved nJamaty2008
Tle related gain has been deferred on the consolidated balance sheet, and is being amortized into interest expense over the term of the associated debt.

As of December 31, 2010, we were in compliance with all of our debt and credit facility financial covenants.

Our principal payments for the next five years are as follows as of December 31, 2010:

Principal
($inthot_ands)

2011 $ 280,002
2012 $ 180,366

2013 $ 709,855
2014 S 600,517
2015 $ 800,549

(8) Derivative Instruments and Hedging Activities:

Interest rate swap agreements were used to hedge a portion of our debt that is subject to fixed interest rates. Under our interest rate swap agreements,
we agreed to pay all amount equal to a specified variable rate of interest times a notional principal amount, and to receive in reia_rn an amount equal to
a specified fixed rate of interest times the same notional principal amount. The notional amounts of the contracts were not exchanged. No other cash

payments are made unless the agreement is terminated prior to maturity, in which case the amount p_id or received in settlement is established by
agreement at the time of termination and represents the market value, at the then current rate of interest, of the remaining obligations to exchange
payments under the terms of the contracts.

On January 15, 2008, we terminated all of our interest rate swap agreements representing $400.0 million notional amount of indebtedness associated

with our Senior Notes due in 2011 and 2013. Cash proceeds on the swap terminations of approximately $I5.5 million were received in Januaw 2008.
The related gain has been deferred on the consolidated balance sheet and is being amortized o n erest expense over ge enn of the associated

debt. For the years ended December 31 2010 2009 and 2008, we recognized $ 0 m ion, $7.6 million and _5.0 million, respectively, of deferred

gain. We anticipate recognizing an additional $I.0 milfio1_ of deferred gain during 2011. As of December 31, 2010 and 2009, we did not have any
derivative instruments.
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On March 23, 2010, we cntcred into a $750.0 million revolving credit tbcility (the Credit Facility) that became etfcctive on July I, 2010, concurrent
with the closing of the lvlergcr and the tcnnination of the Company's previously existing revolving credit facility. As of December 31, 2010, we have
not niade any borrowings utilizing this facility. The terms of the Credit Facility are set forth in the Credit Agreement, dated as of March 23, 2010,
among the Company, tbe Landers party thereto, mid JPMorgan Chase Bank, N. A. , as Adiuinistrative Agent (tlte Credit Agreement), Associated
facility fees under the Credit Facility will vary fram time to time depending on the Company's credit rating (as detined in the Credit Agreement) and
werc 0.625'/s pcr amium as of December 31, 2010. The Creilit Facility is scheduled to terminate on January I, 2014. During the term of the Credit
Facility, the Company may borrow, repay and reborrow fonda, and may obtain letters of credit, subject to customary borrowing conditions. Loans
tinder thc Credit Facility ivill bear interest based on the alternate base rate or the adjusted LIBOR rate (each as determined in the Credit Agreement),
at the Coinpany's election, plus a margin specitled in the Credit Agreement based on the Company's credit rating, Letters of credit issued under the
Credit Facility will also be subject to fees that vary depending an the Company's credit ratmg. The Credit Facility will be available for general
corporate purposes but may not bc used to fund dividend payments.

On April 12, 2010, and in anticipation of the Merger, the entity then holding tire assets of the Acquired Business completed a private offering for $3.2
billion aggregate principal amount of Senior Notes (thc Senior Notes). The gross proceeds of the otfering, pius $125.5 million (the Transaction
Escrow) contributed by Frontier, were deposited into an escrow account. Immediately prior to the Merger, the proceeds of the notes offering (less the
initial purchasers' discount) were released from the escrow account and used to make a special cash payment to Verizon, as contemplated by the
Trmisaction, with mnounts in excess ot' the special cash payment and tbe initial purchasers' discount received by the Company (approximately S53.0
million). In addition, the $125.5 million Transaction Escrow was returned to the Company.

Upon completion of the lrlerger on Bily I, 2010, we entered into a supplemental indenture with The Bank of New York Mellon, as Tnistee, pursuant
to which we assumed the obligations under the Senior Notes. Thc Senior Notes were recorded at their fair value on the date of acquisition, which was
approximately $3.2 billion.

The Senior Notes consist of $500 0 inillion aggregate principal amount of Senior Notes due 2015 (the 2015 Notes), Sl. I billion aggregate principal
amount of Senior Notes due 2017 (tbe 2017 Notes), $1.1 billion aggmgatc principal amount of Senior Notes due 2020 (the 2020 Notes) and $500.0
million aggregate principal amount of Senior Notes due 2022 (tbe 2022 Notes).

The 2015 Notes have an interest rate of 7 875'/s per annum, the 2017 Notes have an interest rate of 8 25'/v per annum, the 2020 Notes have an interest
rate of 8.50s/, per annum and the 2022 Notes have an interest rate of 8.75'/v per annum. The Senior Notes were issued at a price equal to 100'/s of their
face value. In the third quarter of 2010, we completed an exchange offer for thc privately placed Senior Notes for registered notes.

Upon conipletion of the Merger on July I, 2010, we also assumed additional debt of $250.0 million, inclirding $200.0 million aggregate pffncipal
amount of 6.73'/v Senior Notes due February 15, 2028 and $50.0 million aggregate principal amount of 8.40'/v Senior Notes due October 15, 2029.

During 2009, we retired an aggregate principal mnount of $1,048.3 million of debt, consisting of $1,047.3 million of senior unsecured debt, as
described in more detail below, and $1.0 million of rural utilities service loan contracts.

On October I, 2009, we completed a registered debt offering of $600.0 million aggregate principal amount of 8.125'/o senior unsecured notes due
2018. The issue price was 98.441'/o of the principal amount of the notes, and we received net proceeds of approximately $578.7 million from the
otfering after deducting underwriting discounts and otfering expenses. IVe used the net proceeds from tbe offering, together with cash on hand, to
finance a caNt tender otfer for up to $700.0 million to purchase our outstanding 9.250'/v Senior Notes due 2011 (the 2011 Notes) and our outstanding
6.250'/ Senior Notes due 2013 (the 2013 Notes), as described below.

On April 9, 2009, we completed a registered offering of $600.0 million aggregate principal amount of 8.25v/ senior unsecured notes due 2014. The
issue price was 91,805% of the principal amount of the notes, VVe received net proceeds of approximately $538.8 million from the otTering aRer
deducting undenvritiog discounts snd offering expenses.

On March 23. 2010. we entered into a $750.0 million revolving credit facility (the Credit Facility) that became effective on July 1, 2010, concurrent
with the c osblg of e Iv erger and t le termination of the Compar, y's previously existing revolving credit thcility. As of December 3 I, 2010, we have
not made any borrowings utilizing this facility. The terms of the Cred t Fac ty are set tbrth in the Cred Agreemen, da ed as of March 23, 2010,

ong _.e(_o pany le Lenders party hereto ar,d JPMorgan Chase Bank, N.A., as Administrative Agent (the Credit Agreement), Associated
fiacility lees under the Credit Facility will vary from t me to t me depend ng on le Company s credit ra i g (as defined n he Credit Agreement) and
v, ere 0.625% per annum as of December 3 l, 2010. 'The Cre Facility is scheduled to terminate on January 1, 2014. During the term of the Credit
Facil ty the Company may borrow repay and reborrow fimds, and may obtain letters of credit, subject to customary borrowing conditions. Loans
under the Credit Facility ,,viii bear nterest based on the al ema e base rate or the adjusted LIBOR rate (each as determined in the Credit Agreement),
a the Company's elec ion, pills a margin specified in he Credit Agreement based on the Company's credit rating, Letters of credit issued under the
Credit Facility will also be subject to fees that vary depend ng on the Company' s cred t rating. The Credit Facility will be ava able for general

corporate purposes but may not be used to _nd dividend payments.

OnApr 2,20lO, andinanticipationoftheMerger, heen ty hen odng he assets ofthe Acquired Business eompleted a private offering for $3.2
b on aggrega e principa amount of Senior Notes (the Senior No es) The gross proceeds of the offering plus $125.5 million (the Transaction
Escrow) contributed by Frontier, were deposited into an escrow accoun Immediately prior to the Merger the proceeds of the notes offering (less tee
ni ial purchasers' d scount) were re eased from the escrow account and used to make a speeiat cash payment to Vefizon, as contemplated by the

Transaction, with amounts in excess of the special cash payment and t le initial pure resets discoun received by t le Company (approxima ely $53.0

ndllion). In addition, the $125.5 million Transaction Escrow was returned to the Company.

Uponconpe onoftheMergeronJ1 y 2010, weenered noasupplementalindenturewlthTheBankofNewYorkMefion, asTnlstee, pursuant
to which we assumed the obligations nnder the Senior Notes. The Senior Notes were recorded at their fair value on the date of acquisifion, which was

approximately $3.2 billion.

The Senior Notes consist of $500.0 ntilfion aggregate principal amount of Senior Notes due 2015 (the 2015 Notes), $1.I billion aggregate principal
amount of Senior Notes due 2017 (the 2017 Notes), $1,1 billion aggregate principal amount of Senior Notes due 2020 (the 2020 Notes) and $500.0

million aggregate principal amount of Senior Notes due 2022 (the 2022 Notes).

The 2015 Notes have an interest rate of 7.875% per annum, the 2017 Notes have an interest rate of 8,25% per annum, tbe 2020 Notes have an interest
rate of 8.50% per annum and the 2022 Notes have an interest rate of 8,75% per annum. The Senior Notes were issued at a price equal to 100% of their
face value. Ill the third quarter of 2010, we completed art exchange offer for the privately placed Senior Notes for registered notes.

Upon completion of the Merger on July 1, 2010, we also assumed additional debt of $250.0 million, including $200.0 million aggregate principal
amount of 6.73% Senior Notes due February 15, 2028 and $50.0 million aggregate principal amount of 8.40% Senior Notes due October 15, 2029.

Dur ng 2009 we retired an aggregate principal mnount of $1,048.3 million of debt, consisting of $1,047.3 million of senior unsecured debt, as
described in more detail below, and SI.0 million of rural u ill ies service loan contracts.

O ",October 1, 2009, we eompeted a reg s ered deb offer ng of $600 0 million aggregate principal amount of 8.125% senior unsecured notes due

2018. The issue price was 98.441% of he principal amount of the notes and we received netproceeds of approximately 5578.7 million from lhe
offering alter deduc ng underwr ling discounts and offering expenses. We used the net proceeds from the offering, together wtth cash on hand, to
finance a cash tender offer for up to $700.0 million to purchase our outstanding 9,250% Senior Notes due 2011 (the 2011 Notes) and our otltstanding
6.250% Senior Notes due 2013 (the 2013 Notes), as described below.

On April 9 2009 we completed a reg s ered offeri g of $600 0 million aggregate principal amount of 8.25% senior unsecured notes due 2014. The
issue price was 91.805% of the pr nc pa amount of the no es. We received net proceeds of approximately $538.8 million from the offering afier
deducting underwriting discounts and offering expenses.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

Additional information regarding our Senior Unsecured Debt at December 31, 2010 and 2009 is as follows:

(5 in r/rorrsanr/s)

Senior Notes:
Due 5/15/2011
Due 10/24/2011
Due 12/31/2012
Due I/15/2013
Due 12/31/2013
Due 5/I/2014
Due 3/15/2015
Due 4/15/2015
Due 4/15/2017
Due 10/I/2018
Due 3/15/2019
Due 4/15/2020
Due 4/15/2022
Due I/15/2027

Due 2/15/2028
Due 10/15/2029
Due 8/15/2031

Principal

76,089
200,000
144,000
580,724
131,288
600,000
300,000
500,000

1,100,000
600,000
434,000

1,100,000
500,000
345,858
200,000

50,000

7,807,284

2010
Interest

Rate

9 250o/o

6.270%
1.688% (Variable)

6,250o/o
2,063%v (Variable)

8 250o/
6 625o/
7.875o/o

S 250o/o

8.125%
7.125%
8 500o/o

8 750o/o

7.875'/o
6 730o/o

8 400/
9.000%o

Principal

76,089
200,000
145,500
580,724
132,638
600,000
300,000

600,000
434,000

345,S58

4,360,134

2009
Interest

Rate

9.250%
6.270%o

1.625'/o (Variable)
6.250%

2.000%o (Variable)
8 250o/o

6.625%o

8.125oo
7.125%

7.875%v

9.000%o

Debentures:
Due I I/I/2025
Due 8/15/2026
Due 10/I/2034
Due 7/I/2035
Due 10/I/2046

Subsidiary Senior
Notes due 12/I/2012

Capital Lease Obligation
Total

138,000
1,739

628
125,000

458,867

79

7 000o/o 138,000
6 800o/o 1,739
7 680o/o 628
7 450o/o 125,000

458,867

o

7.000'/o
6.SOOo%o

7.680o/o

7,450%
7'050o/o

8 050o/o

7.86%

On September 8, 2010, we entered into a $190.0 million unsecured letter of credit facility. The terms of the letter of credit facility are set forth in a
Credit Agreement, dated as of September 8, 2010, among the Company, the Lenders party thereto, and Deutsche Bank AG, ixlew York Branch (the
Bank), as Administrative Agent and Issuing Bank (the Letter of Credit Agreement). The letter of credit was issued in its entirety as of December 31,2010. The commitments under the Letter of Credit Agreement expire on September 20, 2011, with a Bank option to extend up to $100.0 million of
the commitments to September 20, 2012. The Company is required to pay an annual facility fee on the available commitment, regardless of usage,
The covenants binding on the Company under the terms of the Letter of Credit Agreement are substantially similar to those in the Cotnpany's other
credit facilities, including limitations on liens, substantial asset sales and tnergers, subject to customary exceptions and thresholds. A letter of credit
for 5190.0 million was issued to the West Virginia Public Service Commission to guarantee certain of our capital investment committnents in West
Virginia in connection with the Transaction.

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Notes to Consolidated Financial Statements

Additional information regarding our Senior Unsecured Debt at December 31 2010 and 2009 is as follows:

2010 2009

Principal Interest Principal Interest

($ b_ thousands) Outstandin_ Rate Outstandin_g Rate

Senior Notes:

Due 5/15/2011 $ 76,089 9.250% $ 76,089 9.250%
Due 10/24/2011 200,000 6.270% 200,000 6.270%

Due 12/31/2012 144,000 1.688% (Variable) 145,500 1.625% (Variable)
Due 1/15/2013 580,724 6.250% 580,724 6.250%

Due 12/31/2013 131,288 2.063% (Variable) 132,638 2.000% (Variable)
Due 5/1/2014 600,000 8.250% 600,000 8.250%

Due 3/15/2015 300,000 6.625% 300,000 6.625%
Due 4/15/2015 500,000 Z875%
Due 4/15/2017 1,100,000 8.250%
Due 10/1/2018 600,000 8.I25% 600,000 8.125%

Due 3/15/2019 434,000 7.125% 434,000 7.125%
Due 4/15/2020 1,100,000 8.500%
Due 4/15/2022 500,000 8.750%

Due 1/15/2027 345,858 7.875% 345,858 7.875%
Due 2/15/2028 200,000 6.730%

Due 10/15/2029 50,000 8.400%

Due 8/15/2031 945T325 9.000% 9451325 9.000%

7,807,284 4,360,134

Debentures:

Due 11/i/2025 138,000 7.000% 138,000 7.000%
Due 8/15/2026 1,739 6.800% 1,739 6.800%
Due 10/1/2034 628 7.680% 628 7.680%

Due 7/1/2035 125,000 7.450% 125,000 7.450%

Due 10/1/2046 1931500 7.050% 193_500 7.050%
458,867 458,867

Subsidiary Senior

Notes due 12/1/2012 36_000 8.050% 36_000 8.050%

Capital Lease Obligation 79

Total $ 8,302_230 8.04% $ 4.855r00 I' 7.86%

On September 8, 2010, we entered into a $190.0 million unsecured letter of credit facility. The terms of the letter of credit facility are set forth in a
Credit Agreement, dated as of September 8, 2010, among tbe Company, tbe Lenders party thereto, and Deutsche Bank AG, New York Branch (the
Bank), as Administrative Agent and Issuing Bank (the Letter of Credit Agreement). The letter of credit was issued in its entirety as of December 3 l,

2010. The commitments under the Letter of Credit Agreement expire on September 20, 20I 1, with a Bank option to extend up to S 100.0 million of
the commitments to September 20, 2012. Tbe Company is required to pay an annual facility fee on the available commitment, regardless of usage.
The covenants binding on the Company tinder the terms of the Letter of Credit Agreement are substantially similar to those in the Company's other
credit facilities, including limitations on liens, substantial asset sales and mergers, subject to customary exceptions and thresholds. A letter of credit
for $190.0 million was issued to the West Virginia Public Service Commission to guarantee certain of our capital investment commitments in West
Virginia in connection with the Transaction.
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(7) Long-Tenn Debt:

The ectivity in our lang-term debt from December 31, 2009 to December 31, 2010 is summarized ss follows:

(5 iir thonsaadsl
Deccntber 31,

2009

Year Ended
Deceruber 31 2010

Debt
Assumed in iVc Iv December 31,

2010

Interest
Rute* st

December 31,
2010

Senior Unsecured Debt 4,855,001 (2,850) 3,450,079

Rural Utilities Service
Loan Contracts 5 I 5,600 5 (4,386) 5 - 5 5 11,2 14

8,302,230

6 15%

8.04%

Industrial Development
Revenue Bonds 6.33%

TOTAL LOIVG-TEIL31
DEBT

Less: Debt Discount
Less: Current Portion

(82,786)~I I~I I 8,326,994

(63,299)

8 04%

$4 794 129

Interest rate includes aaiartirotion ofdebt issuniice casrs, debt preiiiini»s or discoimts, arid deferred gain on interest rate strap terminations. The iiireresi
rates at Deceaiber 31, 20(0 represeni a Ireighted avernge ofiimltiple issnonces.

(7)

($ ht thousands)

Rural Utilities Service
Loan Contracts S 15,600 S (4,386) S - S

Senior Unsecured Debt 4,855,001 (2,850) 3,450,079

Industrial Development
Revenue Bonds 131550 _-

Long-Term Debt:

The activity in our long-term debt from December 31, 2009 to December 31, 2010 is summarized as follows:

Year Ended

December 3112010
Debt

December 31, Assumed in New

2009 Payments tile Transaction

TOTAL LONG-'I'EILM
DEBT $ 4,884,151 _ $ 3)450)079 S

Less: Debt Discount (82,786)

Less: Current Portion {7?236)

S 4,794_129

December 31,
2010

- $ 11,214

8,302,230

• 13)550

$ 8,326,994

(63,299)

(2801002)

$ 7_983_693

Interest

Rate* at
December 31,

2010

6.15%

8.04%

6.33%

8.04%

* btterest rate includes amortization of debt issuance costs, debt premiums or discounts, attd dejbrredgain on interest rate swap terminatio_s. The interest

rates at December 31, 2010 represent a weighted average of mtdtiple issuances.
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(i'i) Goodwill and Otficr intangibles:

Tfie coinponents of goodwill at December 31, 2010 and 2009 are as follows:

(5 lli igollsclil&J

Goodwill

2010

6 292 194 5

2009

2 642 323

Goodwill by reporting unit (operating segment) at December 31, 2010 is as follows:

Re ortin Units
(5 in ilioiisoiirls) Nortlmast Southeast West Central ihlidwest

Goodwill $1,098,211 $1,275,633 $1,525,687 $1,576,898 $815,765

The components of other intangibles at December 31, 2010 and 2009 are as follows:

(5 in ilionsoiirls)

Other Intangibles:
Customer base
Software licenses
Trade name and license

Other intangibles
Less; Accamulatcd amortization

Total other intangibles, net

2010 2009

2,942,713 404,989

2 491 195 $ 247 527

2,702,409 5 270,309
105,019

Amortization expense was $294.1 million, $114.2 inillion and $182.3 million for the years ended December 31, 2010, 2009 mtd 2008,
respectively. Amortization expense for 2010 included $237.8 million for intangible assets (primarily customer base) that were acquired in the
Transaction based on an estimated fair value of $2.5 billion and sn estimated useful life of nine years for the residential customer list and 12 years for
the business customer list, amortized on an accelerated method. Amortization expense for 2010, 2009 and 2008 included $56.3 million, $56.3 million
and $56.0 million, respectively, for intangible assets (customer base and trade name) that were acquired in the acquisitions of Commonwealth
Telephone Enterprises, Inc. (Commomvealth), Global Valley iNetworks, Inc. and GVN Services (together GVN). Amortization expense for 2009 and2008 also included $57.9 million and $126.3 million, respectively, for amortization associated with certain Frontier legacy properties, which were
fully amortized in June 2009. As of December 31, 2009, $263.5 million was allocated to the customer base (five year life) and $10.3 million to the
trade name (five year life) acquired in the Commomvealth acquisition, and $7.0 ntillion to the customer base (tive year life) and $0.3 million to the
trade name (five year life) acquired in the Global Valley acquisition. Amortization expense, based on our estimate of useful lives, is estimated to be
approximately $510 million in 2011, $420 million in 2012, S350 million in 2013, $285 million in 2014 and $240 million in 2015.

(6) GoodwillandOtherIntangibles:
Tile components of goodwill at December 31, 2010 and 2009 are as tbllows:

(S in thousands)

Goodwill 5

Goodwill by reporting unit (operating segment) at December 31,2010 is as follows:

Reportin_ Units

($ in thousamts) Northeast Soutbeast West Central . Midwesi._.i_t

Goodwill $1,098,211 $1,275,633 51,525,687 51,576,898 $815,765

2010 2O09

6,292r194 $ 2r642)323

The components of other intangibles at December 31, 2010 and 2009 are. as follows:

(S #t thottsands)

Otber Intangibles:
Customer base

Software licenses
Trade name and license

Other intangibles
Less: Accumulated amortization

Total otber intangibles, net

2010 2009

$ 2,702,409 $ 270,309
105,019

1351285 134r680
2,942,713 404,989

1451_518) /157)462)

$ 2)491_195 5 247)527

Amortization expense was 5294.1 million, $I14.2 million and $182.3 million for the years ended December 3I, 2010, 2009 and 2008,

respectively. Amortization expense tbr 2010 included 5237.8 million for it tangible assets (primarily customer base) hat were acqu red n he
Transact on based on an estimated fair value of 52.5 billion and an estimated useful life of nine years for the residential customer list and 12 years for
tbe business customer list, amortized on an accelerated method. Amortization expense for 2010, 2009 and 2008 included 556.3 million, $56.3 million
and 556.0 million, respectively for intangible assets (customer base and trade name) tbat were acquired in the acquisitions of Commortwea

Te ephone Enterprises, Inc. (Commonwealth), Global Valley Networks, Inc. and GVN Services (together GVN). Amortization expense for 2009 and
2008 also included 557.9 million and 5126.3 million, respectively, for amortization associated with certain Frontier legacy properties, which were
fully amortized in June 2009. As of December 3 I, 2009, 5263.5 million was allocated to the customer base (five year life) and $10.3 million to the

trade name (live year life) acquired in the Commonwealth acquisition, and 57.0 million to the customer base (five year life) and 50.3 million to the
trade name (five year life) acquired in tbe Global Valley acquisition. Amoriizalion expense based on our estimate ofusefu yes is estimated to be
approximately S510 nillion in 2011, 5420 million in 20 2, S350 m 1 on in 2013, 5285 million n 2014 and $240 million in 2015.

I
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(41 Property, I'lant anil Equiprnentr

The components of property, plant and equipment at December 31, 2010 and 2009 are as follows:

(S iii IJrorrsrrrrds)

Estimated
Usefid Lives 2010 2009

Land
Buildings and leasehold improvements
General support
Central offtca'electronic circuit equipment
Cable and wire
Other
Cormtniction work in progress
Property, plant and equipment
Less: Accumulated depreciation
Property, plant and equipment, net

14/A
41 years

5 to 17 years
5 to I I years
15 to 60 years
20 to 30 years

5 133,366
1,131,787

604,524
4,319,795
6,227,851

29, 184

5 22,416
348,002
517,958

.3,042,665
3,730,998

24,368

12,795,280 7,803,062

5 r

Depreciation expense is priricipally based on the composite group method. Depreciation expense was $599.7 million, $362.2 million and $379.5
inillion for the years ended Decmnber 31, 2010, 2009 and 2008, respectively. Effective upon the completion of an independent study of the estimated
remaining useful lives ot'our Frontier legacy plant assets, we adopted new lives for certain plant assets as of October I, 2010. In addition, wc
commissioned an independent study to determine the estimated remaining useful lives for our recently Acquired Business. These new lives ivcre
adopted effective July I, 2010.

(5) Accounts Receivable:

The components of accounts receivable, net at December 31,2010 and 2009 are as follows:

(Sin JJrorrxrrrrds) 2010 2009

End user
Other
Less: Allowance for doubtful accounts

Accounts receivable, net

5 627,573 5 205,384
14,306 15,532

$ r

An analysis of the activity in the allowance for doubtl'ul accounts for the years ended December 31,2010, 2009 and 2008 is as follows:

Allowance for doubtful accounts

Balance at
beginning of

Period

Charged to
bad debt

Additions

Charged to other
accounts-
Revenue Deductions

Balance at
end of
Period

2008
2009
2010

$32,748 5 31,700 5 2,352 5 (26,675) 5 40, 125
40,125 33,682 (6,181) (37,455) 30,171
30,171 55, 161 14,873 (26,634) 73,571

Such amounts arc included in bad debt expense and for financial reporting purposes are classified as a reduction to other revenue.

iVe maintain an allowance for estimated bad debts based on our estimate of our ability to collect accounts receivable. Bad debt expense is recorded as
a reduction to revenue.

(4) Property, Plant and Equipment:

The components of property, plant and equipment at December 3 l, 2010 and 2009 are as follows:

Estimated

($ in thousands)

L,qtld

Buildings and leasehold improvements
General support
Central office/electronie circuit equipment
Cable and wire

Otber
Constrt_ction work in progress

Property plant and equipment
Less: Accumulated depreeiat on

Property, plant and equipment, net

Useful Lives 2010 2009

N/A $ 133,366 $ 22,416

41 yea_ 1,131,787 348,002
5 to 17 yea_ 604,524 517,958
5 to I I yea_ 4,319,795 - 3,042,665
15 to 60 yearn 6,227,851 3,730,998

20 to 30 yea_ 29,184 24,368
3481773 116r655

12,795,280 7,803,062

_5,204_666) (4,669,541)

S 7_590,614 $ 3A33,521

(5)

Depreeiarion expense s pr ncipally based on the compose grot p method. Depree a on expense was $599.7 million $362,2 million and $379.5
lion for the years ended Dece nber 3 , 20 0, 2009 and 2008 respectively. Effective upon the completion of an independent study of the estimated

re nan ng usefu lives of ot r Fron er egaey p ant asses we adopted new lives for cer a n p ant assets as of October 1 2010. In addition, we
commissioned an independent study to determine the estimated remaining useful lives for our recent y Acquired Business. These new yes were

adopted effective July 1, 2010.

Accounts Receivable:

Tile components of accounts receivable, net at December 3 i, 2010 and 2009 are as follows:

(S in thousands) 2010 2009

End user S 627,573 $ 205,384
14,306 15,532

Other (73_571) (30_171)
Less: Allowance for doubtful accounts

Accmmts receivable, net $ 568r308 $ 190 745

An analysis of the activity in the allowance for doubtful accounts for the years ended December 3 I, 2010, 2009 and 2008 is as follows:

Allowance for doubtful accounts

Additions

Balance at Charged to Charged to other Batance at

beginning of bad debt accounts - end of

Period expense* Revenue Deductions Period

2008 $ 32,748 S 31,700 S 2,352 S (26,675) $ 40,125
2009 40,125 33,682 (6,181) (37,455) 30,171
2010 30,171 55,16l 14,873 (26,634) 73,571

* Such amounts are included in bad debt expense and for financial reporting purposes are classified as a reduction to other revenue.

We maintain an allowance for estimated bad debts based on our estimate of our ability to collect accounts receivable. Bad debt expense is recorded as

a reduction to revenue.
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FRONTIER COMhIUNICATIONS CORPORATION AND SUBSIDIARIES
Nates to Consolidated Financial Statements

(5 in thoosorrds)
Total transaction consideration:

Current assets
Property, plant 2k equipment
Goodivill
Other intangibles —primarily customer list
Other assets
Current liabilities
Deferred income taxes
Long-term debt
Other liabilities

Total net assets acquired

5 479,993
4,417,567
3,649,871
2,537,100

75,092
(509,234)

(1,303,626)
(3,456,782)

5 5 411 705

The Transaction provides for a post-closing adjustment for ivorking capital, pension liabilities transferred snd pension assets. Frontier and
Verizon have not finalized the results of these calculations. If sn adjustment is made for the working capital "true-up, " the purchase price
allocation will be revised.

The lair value of the total consideration issued to acquire thc Acquired Business amounted to $5.4 billion and included $5.2 billion for the
issuance of Frontier coinmon shares and cash payments of $105.0 million. As a result of the Ivlerger, Verizon stockholders received
678,530,386 shares of Frontier cominon stock. Iinmediately after the closing of the l4lerger, Verizon stockholders owned approximately
68.4% of the coinbined company's outstanding equity, and existing Frontier stockholders owned approximately 31.6s/o of the coinbined
company's outstanding equity.

The lbl lowing unaudited pro fonna financial information presents the combined results of operations of Frontier and the Acquired Business as
if the acquisition had occurred as of January I, 2009. The pro fonna information is not necessarily indicative of what the financial position or
results of operations actually would have been had the acquisition been completed as of January I, 2009. In addition, the unaudited pro forms
tlnancial information is not indicative of, nor does it purport to project, the future financial position or operating results of Prontier. The
imaudited pro forms financial information excludes acquisition and integration casts and does not give effect to any estimated and potential
cost savings or other operating eB)ciencics that could result from the hlerger.

UrVAUDITED PRO FORrxIA COiVDEiVSED COihlBliVED
S'fATEiXIEiVTS OF OPERATIOiVS INFORrTIATION

For the enr ended December 31
2010 2009

(5 i» rrrt ttt oos, except per strore' ornoimts)

Revenue

Operating income

iVet income attributable to common
shareholders of Frontier

S 5,652

5 1,192

S 324

5 6,071

5 1,373

5 433

Basic and diluted nct income per common
share attributable to common
slmreholders of Frontier 5 0.33 $0.44

FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES
NotestoConsolidatedFinancialStatements

(S #t thousands)
Total tmnsaction consideration:

Current assets $ 479,993
Prope_y, plant & equipment 4,417,567
Goodwill 3,649,871

Other inta0gibles - pr madly ct sterner llsl 2,537, 100
Other assets 75,092
Current liabilities (509,234)

Deferred income taxes (I,303,626)
Long-term debt (3,456,782)

Other liabilities (478_276)

Total net assets acquired $ 5r411_705

$ 5r411,705

The Transaction provides for a post-closing adjustment for working capital, pension liabilities transferred and pension assets. Frontier and

Verizon have not finalized the results of these calculations. If an adjustment is made for the working capital "tree-up," the purchase price
allocation will be revised.

Tile fair value of the total consideration issued to acquire the Acquired Business amounted to $5.4 billion and included $5.2 billion for the

issuance of Frontier common shares and cash payments of $105.0 million. As a result of the Merger, Verizon stockholders received
678,530,386 shares of Frontier common stock, hmnediately after the closing of the Merger Verizon s ock o ders owned armrox matel

68.4% ot I the combined company's outstanding equity, and existing Frontier stockholders owned approx mae y 31.6% of t_e combine y
company s otustsnding eqmty.

Tile following unaudited pro forma finaneiaI information presents the combined results of operations of Frontier and the Acquired Business as
if the acquisition had occurred as of January 1, 2009. The pro fenna information is not necessarily indicative of what the financial position or

results of operations actualty would have been had the acquisition been completed as of January 1, 2009 n addi ion, the unaudded pro furma
financial information is not indicative of, nor does it ptmport to project the future financial pos on or opera ng resu s of Front er. The

unaudged pro forma financial information excludes acquisition and integra on cos s a d does no g ve effect tu arty estimated and potential
cost savings or ot let operating efficieneies that could result from the/vlerger.

UNAUDITED PRO FORt_,IA CONDENSED COtMBINED
STATEMENTS OF OPERATIONS INFORMATION

(S in millions, except per share'amot_nts)

Revenue

Operating income

Net income attributable to corrtmon
shareholders of Frontier

Basic and diluted net income per corrtmon
sha_ attributable to common

shareholders of Frontier

For the year ended December 3 lr
2010 2009

$ 5,652 $ 6,071

$ 1,192 $ 1,373

S 324 $ 433

$ 0.33 $ 0.44
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(2) Resent Accounting Literature mid Clmngcs in Accotmting Principles:

JJrrsirress Cbrrrbiimriorrzw
Business combinations arc accounted for utilizing thc guidance of Accounting Standards Codification (ASC) Topic 805, formerly Statement
of Financial Accounting Standards (SFAS) No. 14IR, as mnended by FSP SFAS No. 141(R)-I which became effective on January I, 2009.
ASC Topic 805 requires an acquiring entity in a transaction to recognize all of thc assets acquired and liabilities assumed at fair value at the
acquisition date, to recognize and measure preacquisition contingencies, including contingent consideration, at fair value (if passible), to
remeasure liabilities related to contingent consideration at fair value in each subsequent reporting period and to expense all acquisition related
costs. We sra accounting for our July I, 2010 acquisition of approximately 4.0 million access lines from Yerizon Communications Inc.
(Vcrizon) (the Transaction or tfie Ivlerger) using the guidance included in ASC Topic 805. We incurred approximately $137.1 million and
$28.3 million of acquisition and integration related costs in connection with the Transaction during 2010 and 2009, respectively. Such costs
arc required to be expensed as incurred and are retlected in "Acquisition and integration costs". in our consolidated statements of operations.

(3) Acquisitions.

The Trnnsactioii;
On July I, 2010, Frontier acquired the defined assets and liabilities of ttie local excimnge business and related landline activities of Verizon in
Arizona, Idaho, illinois, Indiana, Michigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, 'iYashington, )Vest Virginia and
Wisconsin and in portions of California bordering Arizona, Nevada and Oregon (cotlectively, the Territories), including Internet access and
long distance services and broadband video provided to designated customers in the Territories (the Acquired Business). Frontier is
considered the accounting acquirer of the Acquired Business.

Our consolidated statement of operations for the year ended December 31, 2010 includes $1,748.1 million of revenue and $231.5 million of
operating income related to the results of operations of the Acquired Business from the date of its acquisition on July I, 2010.

The nllocation of the purchase price of the Acquired Business is based on the fair value of assets acquired and liabilities assumed as of July I,
2010, the etfective date of thc Merger. Oar assessment ot' fair value is preliminary, and will be adjusted for information that is currently not
available to us, primarily related to the tax basis of assets acquired, certain accruals and contingenmes, pension assets and liabilities, and other
assumed postretirement benefit obligations.

The fair value amounts recorded for tfie aHocation of the purchase price as of July I, 2010 are preliminary and certain items are subject to
change. The most significant items include: legal and tax accnials, mcluding sales and utiliqr tax liabilities for the states of (Vashington and
Indiana, pending the finalization of examinations and valuations of various cases; other accrued liabilities pending receipt of supporting
documentation; deferred income tax assets and liabilities, pending Verizon providing us with tax values for the assets snd liabilities of the
Acquired Business; and pension and other postretirement liabilities, pending completion ofactuarial studies and the related transfer ofpension
assets.

The preliminary allocation of the purchase price presented below represents the effect of recording the preliminary estimates of the fair value
of assets acquired, liabilities assumed and related deferred income taxes as of the date of the Merger, based on the total transaction
consideration of $5.4 billion. The following allocation of purchase price includes minor revisions to the initial preliminary allocation that was
reported as of September 30, 2010. These preliminary estimates will be revised in future periods and the revisions may materially affect the
presentation of our consolidated financial results. Any changes to the initial estimates of the fair value of the assets and liabilities will be
recorded as adjustments to those assets and liabilities and residual amounts will be allocated to goodwilL

(2)

(3)

Recent Accounting Literature and Changes in Accounting Principles:

Business Combinations:
Business combinations are accoutued for utilizing the guidance of Accounting Standards Codification (ASC) Topic 805, formerly Statement
of Financial Actor n ng S andsrds (SFAS) No 14 R as a nended by FSP SFAS No 141(R)- which became effective or. January 1, 2009.
ASC Top e 805 req res an acquiring entity n a ransaetion to recognize a of he assets acquired and liabilities assumed at fair value at the
acq sifion dae o reeog t ze and me_ure preacqt s t ca con ngenc us, ne ud g con ngent cons duration at fair value (if possible), to
remeasure liabilities related to eotu ngent considers ion at fair vauo n each s bsequent reporting period and to expense a aequ s t on rein ed
cos s. We are aeeo n ng for our July 1, 2010 acquis t on of approxima e y 4 0 rail ion access lines from Verizon Communications Inc.
(Ver zon) ( e Tra sac on or the Ivlerger) us ng the gl dance included in ASC Top o 805. We incurred approximately $137A million and

28.3 million of a¢ u s t on and integre on re aed costs in cot ec on w h the Transaction during 2010 and 2009, respectively. Such costs
Ire required to be eqpensed as incurred and are reflected in"Acquisition and integration costs? in our consolidated statements of operations.

Acquisitions:

Tte Transaction . •.
On Ju y 2010, Frontier acquired the defined assers and abilities of the local exchange bt s hess anti related landline acttvlttes of Verizon in
Arizona, Idaho, Illinois Indiana Michigan, Nevada, North Care an, Oh o Oregon, South Carolina Washington, West Virginia and
W stuns t and in port ons of Ca fern a bordering Ar zona Nevada and Oregon (co lective y he Territories) including Internel access and
long distance services and broadband v dee provided o designated customers in the Territories (the Acquired Business). Front er s
considered the accounting acquirer of the Acquired Business.

Our consolidated statement of operat ons for the year ended December 31, 2010 inc|udes $1,748.1 million of revenue and $231.5 million of

operating income related to the results of operations of the Acquired Business ['rum the date of its acquisition on July l, 2010.

The allocation of the purchase price of the Acqutred Business is based on the t'air value of assets acquired and liabilities assumed as of July 1,
2010 oeffeetivedaeof ,.eMerger O rassessmentoffarvaue spreiminary, a dw l be ad)usted for information that is currently not
available to us primarily related to the tax basis of assets acquired, certain accruals and contingencies, pension assets and liabilities, and other

assumed postretirement benefit ob igations.

T1 e fair value amounts recorded for he alloca on of the purchase ]price as of July 1, 20 0 are preliminary and certain items are subject to
change. The most significant items inch|de: legal and tax accruals, mch|ding sales and ut ty tax liabilities for he states of Washington and
Indiana, pend ng the finalization of exam nat ons and valuations of various cases other accrued liabilities pending receipt of supporting
documenta on deferred income tax assets and liabilit us, pending Vefizon providing us with tax vaues for the assets and liabilities of the
Acquired Business; and pens on and other postretirement liabilities, pending completion ofacmafia stud es and the rela ed transfer of pension
assets.

The pre iminary a oca on of the purchsse price presented below represents the effect of recording the preliminary estimates of the fair value
of asses acq fired liabilities assumed and related deferred ncomo axes as of the dao of the Merger, based on the total transaction
cons durst on of $5 4 billion. The fo ow ng a eta ion of purchase I_dCe nc udes minor revisions to the initial preliminary allocation that was
reported as of September 30 2010 These preliminary estimates wdl be revised in future per ods and the revisions may materially affect the
presen at on of our eonso dated financial results. Arty changes to the initial estimates of the fair value of the assets and liabilities will be
recorded as adjustments to those assets and liabilities and residual amounts will be allocated to goodwill.
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If) Goodwill end Other Intangibles:
Intangibles represent tlm excess oF purchase price over the fair value of identifiable tangible net assets acquired. (Ve undertake studies to
determine the fair values ot assets atul liabilities acquired and aflocate purchase prices to assets and liabilities, including property, plant and
cquipmcnt, gomtwill and other identifiable Intangibles. We annuafly (during the founh quarter) or more frequently, if appropriate, exmnine the
carrying value of our goodwill mid trade name to determine whether there are any impairment losses. We test for goodwil( iinpairment at the
"opernting segment" level, as that tenn is defined in U.S. GAAP. As of July I, 2010 and as a result of the completion of tbe Transaction, thc
Coinpany has tive operating segments. Our operating segments are aggregated into one reportable segment.

The Company amortizes intangible assets with estimated useful lives over those lives and reviews such intangible assets to assess any
iinpairment snd whether factors exist that would necessitate a change in uselid liFe and a different amortization period. In addition, we
periodically reassess the useful lives of our intangible assets to deteoniae whether any changes are required.

(g) Impairment of Long-Lived Assets and Lang-Lived Assets to Be Disposed Of:
lye review long-lived assets to be held and used and long-lived assets to be disposed of, including customer lists, for impairment whenever
events or changes in circumstances indicate that the carrying amount of such assets may not be recoverable. I(ccovcrability of assets to be held
and used is measured by comparing the carrying amount of the asset to the fiiture undiscounted net cash flows expected to be generated by the
asset. I(ccoverabitity of assets held For sale is measured by comparing the canying amomit ot' tbe assets to their estimated fair market value. If
any assets are considered to be impaired, the impairment is measured by thc amount by which the carrying amount of the assets exceeds the
estimated fair value. Also, we periodically reassess the useful lives of our tangible and intangible assets to determine whether any changes are
required.

(h) Derivative Instniments and Hedging Activities:
We account for derivative instruments and hedging activities in accordance with U.S. GAAP which requires that afl derivative instruments,
such as interest rate swaps, be recognized in the financial statements and measured at fair value regardless of the purpose or intent of holding
them.

Investments:
Investments in entities that we do not control, but where we have the ability to exercise significant influence over operating and financial
policies, are accounted for using the equity methad of accounting.

()) Income Taxes and Deferred Income Taxes:
We file a consolidated federal income tax return. )Ve utilize the asset and liability method of accounting for income taxes. Under the asset snd
liability method, deferred incoine taxes are recorded for the tax effect of temporary differences between the tinancial statement basis and the
tax basis of assets and liabilities using tax rates expected to be in effect when the temporary differences are expected to reverse.

(k) Stock Plans;
We have various stock-based compensation plans. Awards under these plans are granted to eligible officers, management employees, non-
management employees snd non-employee directors. Awards may be made in the form of incentive stock options, non-qualified stock
optioiis, stock appreciation rights, restricted stock, restricted stock units or other stock-based awards. Ive have no awards with market or
performance conditions. Our general policy is to issue shares from treasury upon the grant of restricted shares and the exercise of options.

The compensation cost recognized is based on awards ultimately expected to vest. U.S. GAAP requires forfeitures to be estimated and revised,
if necessary, in subsequent periods if actual forfeitures ditfer from those estimates.

(I) Net Income Per Common Share Attributable to Common Shareholders:
Basic net income per common share is computed using the weighted average number of common shares outstanding during the period being
reported on, excluding unvested restricted stock awards. The impact of dividends paid on unvested restricted stock awards have been deducted
in the deteniiination ot' basic and diluted net income attributable to common shareholders of Frontier. Except when the etYect would be
antidilutive, diluted net income per common share rat)acts the dilutive effect of the assumed exercise of stock options using the treasury stock
method at the beginning of the period being reported on as well ss common shares that would result from the conversion of convertible
pret'erred stock (EPPICS) and convertible notes. In addition, the related interest on convertible debt (net of tax) is added back to income since
it would not be paid iF ihe debt was converted to common stock.

(t) Good;viii and Other hltangiblcs:

Intangibles represent the excess of purcbase price over efa r va e of identifiable tangible net assets acquired. We undertake studies o

determine the thir values of,assets and liabilities acquired and aocate purchase prices to assets and liabilities, including property, plant and
equrpment, goodwill and other identifiable intangibles. We ann a y (dur ng the tburth quarter) or more frequently, if approoriate, examine the
carrying value of our goodwill and trade name to determine whether there are any mDairment losses We test for oodw

asthatteno sdeflned,nUSOAAPAsof,t,,y1.2010and0sor0sultoftbecomp,et o.oftll  yr '7  to."ll  
v Y e operaung segments, our operating segments are aggregated into one reportable segment.

The Company amortizes ituangible assets with estimated _.lseful lives over those fives and reviews such intangible assets to assess any
impairment and whether factors exist that would necessitate a cbange in usefid life and a different amortization period. In addition, we
periodically reassess the useful lives of Our intangible assets to determine whether any changes are required.

(g) Impairment of Long-Lived Assets and Long-Lived Assets to Be Disposed Of:

We review long-lived assets to be held and used and long-lived asses o be d sposed of, eud ng customer lists for impairment whenever

events or ¢banges n c rcumstances indicate tl at the carrying amount of such assets may not be recoverable. Recoverability of assets to be held
and used is measured by comparing the carrying amount of the asset to the fi.lture undiscountod net cash flows expected to be generated by the
asset. Recoverability of assets held for sale is measured by comparing the carry ng amot of e asse s to their estimated fair market value If

any asses are considered to be repaired, tbe in pairment is measured by he amount by wh ch the carrying amount of the assets exee?ds the
estimated fair value. Also, we periodically reassess the useful lives of our tangible and intsngible assets to detenfune whether any changes are
required.

"(h) Derivative Instalments and Hedging Activities:

We account for derivative instalments and hedging activities in accordance with U.S. GAAP which requires that all derivative instruments,
such as interest rate swaps, be recognized irt the financial statements and measured at fair value regardless of the purpose or intent of holding
them.

(i) Investments:

Investments in entities that we do not control, but where we have the ability to exercise significant influence over operating and financial
policies, are accounted for using the equity method of accounting.

(j) Income Taxes and Deferred Income Taxes:

We file a consolidated federal income tax return. We utilize the asset and liability method of accounting for income taxes. Under tbe asset and
liability method, deferred income taxes are recorded for tile tax effee of emporary d fferences between tbe financial statement basis and the

tax basis of assets and liabilities using tax rates expected to be in effect when the temporary differences are expected to reverse.

(k) Stock Plans:

We have various stock-based compensation plans. Awards under these plans are granted to eligible officers, management employees, non-

management employees and non-employee directors Awards may be made v, the form of incentive stock options non qualified stock
options, stock appreciation rights, restricted stock, restricted stock units or o her stock-based awards. We have no awards with market or

pertbmlance eoodifions. Our general policy is to issue shares froth treasury upon the grant of restricted shares and the exercise of options.

The compensation cost recognized is based on awards ult mate y expec ed o yes U.S. GAAp requires forfeitures to be estimated and revised,
fnecessary, in subsequent periods factuaI forfeitures differ from those estimates.

(1) Net Income Per Common Share Attributable to Common Shareholders:

Basic net income per common share is computed using the weighted average number of common shares outstanding during the period being
reported on, exchlding unvested restricted stock awards. The impact of dividends paid on unvested restricted stock awards have been deducted

in he determination of basic and diluted net income attributable to co rmlon shareho ders of Frontier. Except when the effect would be
ant_ddutlve, diluted net income per common share reflects the dilutive effect of the assumed exercise of stock options us ng the treasury stock
method at the beginning of the period being reported on as well as common shares that would result from the conversion of convertible

preferred stock (EPPICS) and convertible notes. In addition, the related interest on convertible debt (net of tax) is added back to income since
it would not be paid if the debt was converted to common stock.
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FRONTIER CO'MhtUNICATIONS CORPORATIOiV AND SUBSIDIARIES

COIVSOLIDATED STATEtXIEIVTS OF EQUITY
FOR THE YEARS EiVDED DEC EAIBER 31, 2010, 2009 AiVD 2008

(S and shares In thonsaads, except for per-share antonnts)

0*1~D her 31, 2817
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Sh ccs epu
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0 I De b 31, 2008

St k pt

D (dern nmett I lt

Other mprehensnek, et*fr«
Di Inl ti ns

0 I Decembe 31, 2009

Acct I tthel it 10 tee
St k ptme

Dune b Mmn I I
Nt' me

Othe«mp bemire c,ncteftm
D I 2 tiem

0 I eDec t«31, 2010

9 slier Sl eh ld«s

'I I ted

oti

Le c Sb m Ar t

(7769S) (21,707)5 (305.979)

1,096 IS,S44

51 664

193 2.467
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Sh 'I t ~CI«I ~E.
Ic,fbi t 51,2110,508 5

(1,7591

174)

(801)
(159,939)

349,456 5 87,36I 5

(158,498)

(17,778) (200,000)

182,660

tl59, 157)

Ne t llbts p I I

Intern 1 ~C
1,010,346

13,785

39

590

1,666

i318,431)

(letl, ece)
184,274

(159.157)

13,5tle)

5 12.447 5

1,614

3J9,456 87,361 1.117,936 38,163 (237,152)

(5,359)
l!56,116) (156,190)

120,783

(8,367)

(38.1421

1,014
(JR7,266)

13,875

(3.500)

10,561

11,500)

529,6it6

R,5 16

(3 12,366)
123,181

(8.367)

(1,500)

349,456

678,530
37,36J

169,633

9c6,401

5,0111,266

(28, 129)
test, edn

2,756

(78,322)
152,673

lilt, 5191 (37,12R) (4'13,391)

2,997 40, 105

15,970

11,459

(I,lml)

339,070

SO 1 7,899
11,976

(529,389)

155,717

15,970

( I,IID)

13,tltl3 5 5.209,7431,027,986 5 256,997 5 5,525,471 5 77, 107 5 (229,519) (34,13115 (433.286) 5

The accompanying iVotes are an integral part of these Consolidated Financial Statements.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EQUITY
FOR THE YEARS ENDED DECEtMBER 31, 2010, 2009 AND 2008

($ and shares in thousands, except for per-share amounts)

Frontier Sl_¢ehold¢_

Addilional

Common Stock Pald-ln Retained

Sh_e_ ,_,mount _ _ --
349,456 S 87,364 $ 1,280,508 5 i4,O01 5

ti,759)

I

t74)

(801) I

(159,939) (158,498)

182,660

Accumulated

Other

Comprehensive Tre3_q/St_k

Loss Shar_ Amount

(77,995 (21.707)5 (305,979) S

1,0_6 15,544

3 3,_

5_ 664

193 2A67

- .

(17.778) (200,_0)

(159A5

Nor_ontrolling

Interest

Total

12,447 5 K010,346

13,785

39

590

1,666

(318337)

- {200,000)

1,614 184,274

- (159d57)

(3,5OO) (3,500)

349,456 87`364 I,II7,936 38d63 (237,152) (38,142) (487.266) I0,561 529,606

(5,359) " 1,014 13,875 8,516

tl561176) (156,190)
I (312.366)

120,783 . 2,398 123,18 I
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- (I,500) (I,5_)}

349,456 _713 (3_ 956,401 2,756 (245,519) (37,128) (473`391) 11.459 339,070
678,530 169,633 5,048,266

- - 5217,899

(28,129) . 2,997 40,105 [ [,976

(451,067) t78`322)
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152,673 . 3.044 155,717

15,970 . 15,970
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'l

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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IrROiVTIER COhliYIUiVICATIOiVS CORPORATIO'iV AiVD SUBSIDIARIES

COi'ISO LIDATED STrYfEgtgi ITS OF COi)IPREHErVSIVE liVCOSIE
FOR THE YEARS EiVDED DECEihlBER 31, 2010, 2009 AiVD 2008

(8 In thousands)

2010 2009 2008

iVet income
Other comprehensive income (loss), net of tax

{see Note 15)
Comprehensive income
Less: Comprehensive income attributable to

tire noncontrolling interest in a partnersitip

Comprehensive income attributable to the common
shareholders of Frontier

171,687 114,814 25, 117

r «r

5 155,717 5 123,181 5 184,274

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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FRONTIER COMMUN1CNrIONS CORPOI_kTION AND SUBSIDIARIES

CONSOLID_VrED STNPEMENTS OF COMPREHENSIVE INCOME
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

($ In thousands)

2010

Net income

Other comprehensive income (loss), net of tax
(see Note 15)

Comprehensive income
Less: Comprehensive income attributable to

the noncontrolling inlerest in a partnership

Comprehensive income attributable to the common
shareholders of Frontier

2009

$ 155,717 $ 123,181 $

15T970 (81367)
171,687 114,814

(3,044) (2_398)

$ 168 643 $ 112,416 $

2008

184,274

_159t157)
25,117

(1r614)

23_503

The accompartying Notes are an integral part of these Consolidated Financial Statements.
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FRONTIER COlvlihIUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Pinancial Statements

(I) Description of Business and Summary of Significant Accounting Policies:

(a) Description of Business:
Frontier Communications Corporation (Frontier) is a comniunications company providing services predominantly to rural areas and small and
medium sized towns and cities as an incumbent local exchange carrier, or ILEC. Frontier was incorporated in 1935,originally under the name
of Citizens Utilities Conipany and was knmvn as Citizens Communications Company until july 31, 2008. Frontier and its subsidiaries are
refi:rred to as "we, '* "us," "our" or thc "Company" in this report. On July I, 2010, Frontier completed the Tmnsaction for the acquisition of
the Acquired Business, as described further in Note 3.

(b) Basis of Presentation snd Use of Estimates:
Onr consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP). Certain reclassifications of balances previously reported have been made to conform to the current presentation. All
signiticant intercompany balances and transactions have been eliminated in consolidation.

For our tinancial statements as of and for the periods ended December 31,2010, we evahiated subsequent events and transactions for potential
recognition or disclosure through the date that we filed this annual report on Fomi 10-K with the Securities and Exchange Commission (SEC).

The preparation of our financial stateinents in conformity with U.S. GAAP requires management to make estimates and assumptions that
aft'ect (i) the reported amounts of assets and liabilities at the date of the financial statements, (ii) the disclosure of contingent assets and
liabilitie~, and (iii) the reported amounts of revenue and expenses during the reporting period. Actual results may differ fram those estimates.
Estmwtes and judgments are used when accounting for allowance for doubtfiil accounts, impairment of long-lived assets, intangible assets,
depreciation and amortization, income taxes, purchase price allocations, contingencies, and pension and other postrctirement benefits, among
others, Certain inforination and footnote disclosures have been excluded andror condensed punmant to SEC ndes and regulations.

(c) Cash Equivalents:
4Ve consider all highly liquid investments with an original maturity of three months or less to be cash equivalents.

(d) Revenue Recognition;
Revenue is recognized when services are provided or when products are delivered to customers. Revenue that is billed in advance includes:
monthly n:cuning network access services, special access services and monthly recurring local Ene and unlimited fixed long distance bundle
charges. Tiie unearned portion of these fees is initially deferred as a component of other liabilities on our consolidated balance sheet and
recognized as revenue over the period that the services are provided. Revenue that is billed in arrears includes: non-recurring nenvork access
services, switched access services, non-recurring local services and long-distance services. The earned but unbilled portion of these fees is
recognized as revenue in our consolidated statements of operations and accrued in accounts receivable in the period that the services are
provided. Excise taxes are recognized as a liability when billed. Installation fees and their related direct and incremental costs are initially
deferred and recognized as revenue and expense over the average term of a customer relationship. IVe recognize as current period expense the
portion of installation costs that exceeds installation fee revenue.

As required by law, tbe Company collects various taxes from its customers and subsequently remits these taxes to governmental authorities.
Substantially ail of these taxes are recorded through the consolidated balance sheet and presented on a nct basis in our consolidated statements
of operations. 4Ve also collect Universal Service Pund (USF) surcharges from customers (primarily federal USF) which we have recorded on a
gross basis in our consolidated statements of operations and included in revenue and other operating expenses at $73.8 miHion, $35.5 million
and $37. 1 million for the years ended December 31, 2010, 2009 and 2008, respectively.

(e) Property, Plant and Equipment;
Property, plant and equipment are stated at original cost or fair market value for our acquired properties, including capitalized interest.
Ivlaintenance and repairs are charged to operating expenses as incurred. The gross book value of routine property, plant and equipment retired
is charged against accumulated depreciation.

(l)

FRONTIEI_- COMMUNICATIONS CORPORATION AND SUBSIDIARIES
Notes to Consolidated Financial Statements

(a)

Description of Business and Summary of Significant Accounting Policies:

scri tion ofB s hess:
De ,.p_,_.nm n ca ons Comora o _ (Fron er) s a communications company providing serv,ces predominantly to mml areas and _mall.'_nd
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U es Corn any and was known as C zens Comml n ca ons Company t ntl July 31 2008, Frontier and Its suoslflltlrles are
of Citizens ...... _ "P"n_'_r" nr le "Con oanv" in this reoort On July l, 2010, Frontier completed the Transaction for the acquisition of
reterre£t I0 as we_ _..o_ ....... . - - '
the Acquired Business, as described further in Note 3.

(b) Basis of Presentation and Use of Estimates:
da ed financ a s atemen s have been prepared in accordance w th accoun ng principles generally accepted in the United States of

Our consott _ a_.am Certain ree assifiea ons of balances previously reported have been made to conform to the current presentation. All
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(c) Cash Eou valents:
We consider all highly liquid investments with an or ginal maturity of three montl s or less to be cash equivalents,

(d) Revenue Recognition:
i reeo zed when services are provided or when products are delivered to customers. Revenue that is billed in advance includes:
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montnty _eurrt.g ._t_u,_,_v:_. _.e,e ris inltiallv deferred as a component of other liabilities on our consolidated oalanee snee_ an_
charges, lne unearned po_tlolt tu ul_ .......... .

zed as revenue over he oeriod that the serv ces are provided, Revenue ha s b ed in arrears ine udes non-recurring network access
recogni " ' _ -_,;_ and Ion- distance services The earned but unbilled portion of these fees is
services, swl ched access serv ces, non-recUtT ng u_.a _.,* _.,_ _-

lzed as revenue in ot r tense da ed statements of operations and accrued n accounts rece yah e n he period that the services are
recogn" , . _ • r, v., _,h,_. hilled installa on fees and their related direct and incremental costs are initially

" Excise axes are reeo rtlzeu as a ,la_..,., ..........
p,rovlded. _ ___"-.":_n ....... g_l. and exnense over the average term ofa customer relationship- We recog mze as current pertod expense the

portion of installation costs that exceeds installation fee revenue.

As required by law, the Company collects various taxes from its customers and subsequently remits these taxes to govemmentaI autborities,
Substantially all of lhese taxes are recorded through the consolidated balance sheet and presented on a net basis in our consolidated statements
of operations, We also collect Universal Service Fund (USF) surcharges from customers (primarily federal USF) which we have recorded on a
gross basis in our consolidated statements of operations and included in revenue and other operating expenses at $73.8 million, $35.5 million
and $37.1 million for the years ended December 31, 2010, 2009 and 2008, respectively.

(e) Property, Plant and Equipment:
an and e u nment are stated at erie na cost or fair market value for our acquired properties, including capitalized interest,

Property p ':I ,- cretin ex enses as incurred The gross book value of routine property, plant and equ'pment retired
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FRONTIER COixlhlUiVICATIOiVS CORPORATIOiV AiVD SVBSIDIARIES

COi ISOLIDATED STATEiitgiVTS OF CASH FLOWS
FOR THE YEARS EiVDED DECEMBER 31,2010, 2009 Ai'iD 2008

(5 in thousands)
2010 2009 2008

Cash tlows provided by (used in) operating activities:
Net income

Adjustnients to reconcile net income to net cash provided by
operating activities:

Depreciation and antortizatton expense
Stock based compensation expense
Pension/OPED costs
I.oss on extinguislnncnt of debt, nct
Other non-cash adjustments
Deferred income taxes
Clmnge in accounts receivable
Change in accounts payable and other liabilities
Change in prepaid expenses, income taxes and other current assets

Net cash provided by operating activities

Cash flows provided froin (used by) investing activities:
Cash transferred to escrow
Capital expenditures - Business operations
Capital expenditures - Integration activities
Cash paid For the Acquired Business (net of cash acquired)
Other assets purchased and distributions received, net

Net cash used by investing activities

5 155,717 5

893,719
14,473
40,050

10,072
85,432

(33,146)
106,433

1,222, 180

(115,000)
(480,888)
(96,991)
(82,560)

(773,955)

123,181

476,391
9,368

34, 196
45,939

2,080
61,217
21,906
13,297

742,720

(230,966)
(24,999)

673
(255,292)

184,274

561,801
7,788

163
6,290

(8,658)
33,967
9,746

(52,210)

739,266

(288,264)

(282,775)

Cash flows provided from (used by) financing activities:
Long-term debt borrowings
Financing costs paid
Long-term debt payments
Premium paid to retire debt
Settlement of interest rate swaps
Issuance ot'common stock
Common stock repurchased
Dividends paid
Repayment of customer advances for construction

and distributions to noncontrofling interests

Net cash used by financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at Jarmary I,

Cash and cash equivalents at December 31,

(12,868)
(7,236}

(529,389)

1,117,476
(2,204)

(1,027,408)
(66,868)

751

(312,366)

135,000
(857)

(142,480)
(6,290)
15,521

1,398
(200,000)
(318,437)

(555,655) (292,362) (519,330)

(107,430) 195,066 (62,839)

3» 3

~6» ~~3

Cash paid during the period for:
Interest
Income taxes

Non-cash investing and financing activities:
Shares issued for acquisitions
Assumed debt
Other acquired liabilities
Capital expenditures made with accounts payable
Chmige in fair value of interest rate swaps
Conversion of EPPICS
Conversion of Commonwealth notes

5 511,354 S
S 19,885 5

5 5,217,899 5
8 3,456,782 5
8 987,510 5
8 43,978 5
5 - 5
5 S
5 5

364, 167
59,735

365,858
78,878

39

7,909
590

1,666

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEhlBER 31, 2010, 2009 AND 2008

IS in thousands)

Cash flows provided by (used in) operating activities:
Net income

Adjustments to reconcile act income to net cash provided by
operating activities:

Depreciation and amortization expense
Stock based compensation expense
Pension/OPEB costs

Loss on extinguishment of debt, net
Otbor non-cash adjustments
Deferred income taxes

Change in accounts receivable
Cbange in accounts payable and otbor liabilities
Change in prepaid expenses, income taxes and other current assets

Net cash provided by operating activities

Cash flows provided from (used by) investing activities:
Cash transferred to escrow

Capital expenditures - Business operations
Capital expenditures - Integration activities

Cash paid for the Acquired Business (net of cash acquired)
Other assets purchased and distributions received, net

Net cash used by investing activities

Cash flows provided from (used by) financing activities:
Long-term debt borrowings
Financing costs paid
Long-term debt payments
Premium paid to retire debt

Settlement of interest rote swaps
Issuauce of common stock

Common stock repurchased
Dividends paid
Repayment of customer advances for construction

and distributions to noneontrolling interests

Net cash used by financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivaletus at 3auuaty 1,

Cash and cash equivalents at December 3 l,

Cash paid during the period for:
Interest
Income taxes

Non-cash investing and financing activities:
Shares issued for acquisitions
Assumed debt

Other acquired liabilities

Capital expenditures made with accounts payable
Change in fair value of interest rate swaps
Conversion of EPPICS
Conversion of Commonwealth notes

2010 2009 2008

S 155,717 $ 123,181 S 184,274

893,719 476,39I 561,801

14.473 9,368 7,788
40,050 34,I96 i63

45,939 6,290
10.072 2,080 (8,658)

85.432 61,217 33,967
(33,146) 21,906 9,746

I06,433 13,297 (52,210)

(44,855) (3,89_
1,222,180 742,720 739,266

(115,000)
(480,888) (230,964) (288,264)

(96,99l) (24,999)
(82,560]

1,484 673 5.489

(773,955) (255,292) (282,775)

- 1,117,476 135,000
(i2,868/ (2,204) (857)

(7,236) (1,027,408) (142.480)

(66,868) (6,290)
15,521

751 1,398

(200,000)
(529,389) (312,364) (318,437)

61..(._ (1,743)
(555,655) (292,362) (519,330)

(107,430) 195,066 (62,839)

358 693 1631627 226 466

$ _ S 358,693 $ 163,627

$ 511,354 $ 364,167 $ 365.858
S 19,885 $ 59,735 $ 78,878

$ 5,217,899 $
$ 3,456,782 S

$ 987,510 $
$ 43,978 $
$ $
$ $
$ $

$ 39
$
$
$
$ 7,909

$ 590
$ 1,666

The accompanying Notes are an integral part oftbose Consolidated Financial Statements.
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FROiVTIER COAIAIUrVICA'fIOiVS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEBIENTS OF OPERATIOiVS
FOR THE YEARS EiVDED DECEi)IBER 3I, 2010, 2009 AiVD 2008

{5in thousands, except for per-sharc amounts)

2010 2009 2008

Revenue r» » r

Operating expenses:
Network access expenses
Other operating expenses
Depreciation and amortization
Acquisition snd integration costs

Total operating expenses

383,679 225, 907
1,611,137 781,097

893,719 476,391

222,013
810,748
561,801

Operating income 771,998 606, 165 642,456

Investment income
Other income (loss), net
Interest expense

Income before income taxes

Income tax expense

270,716 193,109 290,770

6,848 6,285 16,118
13,690 (41,127) (5,170)

Net income
Less; Income attnbutable to the noncontrolling

interest in a parmership
Net income attributable to common shareholders

of Frontier

155,717 123,181r» r» I

184,274

Basic and diluted net income per common share
attributable to common shareholders of Frontier 5 023 5 038 5 0.57

The accompanying Notes are an integral part of these Consolidated Financial Statements.

FRONTIER COS1MUNICATIONS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

($ in thousands, except for per-share amounts)

_evenue
$

2010 2009 2008

31797_67 _ $ 2rl17T894 $ 2,237101 _

Operating expenses:
Network access expenses

Other operating expenses
Depreciation and amortization
Acquisition and integration costs

Total operating expenses

Operating income

Investment income
Other income (loss), net

Interest expense

Income before income taxes

Income tax expense

Net income
Less: Income attributable to the noncontrolling

interest in a partnership
Net income attributable to common shareholders

of Frontier

Basic and diluted net income per common share
attributable to common shareholders of Frontier

383,679 225,907 222,013
1,61L137 781,097 810,748

893,719 476,391 561,80l

1371142 28T334

3,025T677 I_511r72 _ I_594T562

771,998 606,165 642,456

6,848 6,285 16,118
t3,690 (41,127) (5,170)

521,820 378T214 362T634

270,716 193,109 290,770

114_999 69_928 106T496

155,717 123,181 184,274

3104 _ 2139 _ 1_614

$ 1521673 $ 120_783 S I82_660

$ 0.23 $ 0.38 S 0.57

The accompanying Notes are an integral part of these Consolidated Financial Statements.
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FROiVTIER COhli)l UiVICATIOiVS CUR PORATIOiV AND SUBSIDIARIES

Eipluriarury ivote
giflectiye July I, 2010,

Frontier�'s
scape af operaii cits and baiouce slicer capitalization clianged mriieri ally as a residt of ihe completion of the Dransaction, as

described ln iVoie 3 of the 6'ales to Consolirfited Fiiiancinl Siiiteineurs, llisrori colfinairciel dora preseirled for Frontier is not indicative of the fiiture Jinaiiciel
position or operati ng results for Frontier, aud includes ihe results ofoperotions of rhe ricqriired Basi ness, iis o'efinedin ivote 3 of the Notes to Cousolidated
F'innncial Statements, froin tire dure of acquisition on July I, 2010,

CoiVSOtdn VPED BALAiVCESREEPS
AS OF DECEOIBER 31, 2010 AND 2009

(8 in thousands)

ASSETS
Current assets;
Cash and cash equivalents
Accounts receivable, less allowances of 573,571 and 530,171, respectively
Prepaid expenses
Income taxes and other current assets
Total current assets

Restricted cash
Property, plant and equipment, net

Goodwill
Other intangibles, net
0 ther assets

Total assets

2010 2009

5 251,263 5 358,693
568,308 190,745
100,603 28,081

1,128,419 680,080

187,489
7,590,614 3,133,521

6,292, 194 2,642,323
2,491,195 24'1, 527

r i

LIABILITIES AiVD EOUITY
Current liabilities:
Long-tenn debt due within one year
Accounts payable
Advanced billings
Accnied other taxes
Accrued interest
Other current liabilities
Total current liabilities

Deferred income taxes
Pension and other postretirement benefits
Other liabilities
Long-term debt

5 280,002
436,886
171,602
167,857
170,228

1,439,357

2,220,677
816,588
220, 172

7,983,693

5 7,236
139,556
49,589
28,750

107,119

392,677

722, 192
454, 161
176,026

4 794 129

Fqaity:
Shareholdenf equity of Frontier:

Common stock, 50.25 par value (1,750,000,000 and 600,000,000 authorized shares,
respectively, 993,855,000 and 312,328,000 autstanding, respectively, aad 1,027,986,000
and 349,456,000 issued, respectively, at December 31, 2010 and 2009)

Additional paid-in capital
Retained earnings
Accumulated other comprehensive loss, net of tax
Treasury stock

Total shareholders' equity of Frontier
Noncontroging interest in a partnership

Total equity
Total liabilities and equity

256,997 87,364
5,525,471 956,401

77, 107 2,756
(229,549) (245,519)

5,196,740 327,611

The accompanying Notes are an integral part of these Consolidated Financial Statements

FRONTIERCOMMUNICATIONS CORPORATION AND SUBSIDIARIES

_lanatory Note

Effbctive July l, 2010, Frontier's scope of operations and balance sheet capitalization changed materially as ares It of the completion o the Tra_ saction as

described in Note 3 of the Notes to Consolidated Financial Statements. ltistorical financial data presented for Frontier is not inclicaOve oj_fthe fitture fimmcial
position or operating resu#s for Frontier, and htehMes the results of operations of the Acquired B si ess, as defined in Note 3 of the Notes to Consolidated
Financial Statements, from the date of acquisOion on July l, 2010.

CONSOLIDATED BALANCE SHEETS

AS OF DECEMBER 31, 2010 AND 2009

($ in lhousands)

AssETs

Current assets:

Cash and cash equivalents

Accounts receivable, less allowances of $73,571 and $30,171, respectively
Prepaid expenses
Income taxes and oilier current assets

Total current assets

Restricted cash

Property, plant and equipment, net

Goodwill

Other intangibles, net
Other assets

Total assets

LIABILITIES AND EQUITY
Current liabilities:

Long-term debt due within one year
Accounts payable
Advanced billings
Accrued other taxes

Accrued interest
Otber current liabilities

Total current liabilities

Deferred income taxes

Pension and other postretirement benefits
Other liabilities
Long-term debt

Equity:

Shareholders' equity of Frontier:

Common stock, $0.25 par value (1,750,000,000 and 600,000,000 authorized shares,

respectively, 993,855,000 and 312,328,000 outstanding, respectively, and 1,027,986,000
and 349,456,000 issued, respeefvely, at December 31,2010 and 2009)

Additional pald-in capital
Retained earnings

Accumulated other comprehensive loss, net of tax
Treasury stock

Total shareholders' equity of Frontier
Noncontrolling interest in a partnership

Total equity

Total liabilities and equity

2010 2009

S 251,263 $ 358,693

568,308 190,745
I00,603 28,081

208 245 102 561
1,128,419 680,080

187,489
7,590,6[4 3,133,52{

6,292,194 2,642,323
2,491,195 247,527

200,319 174 804

8 17T890,230 S 6 878 255

$ 280,002 $ 7,236
436,886 I39,556
[71,602 49,589

167,857 28,750
170,228 107,119

212 782 60 427
1,439,357 392,677

2,220,677 722,192

816,588 454,161
220,172 176,026

7,983,693 4,794,I29

256,997 87,364
5,525,47[ 956,401

77,107 2,756

(229,549) (245,519)

(433,286)

5,196,740 327,611

13 003 11 459

5 209 743 339 070

$ 17 89023_0 $ 6 878 255_

The accompanying Notes are an integral part of these Consolidated Financial Statements
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FROiNTIER COi4flvlUNICATIONS CORPORATION AND SUBSIDIARIES

The Board of Directors and Shareliolders
Iirontier Communications Corporation:

Report Of Independent Registered Public Accounting Firm

We have audited Frontier Communications Corporation's intenial control over tlnancisl reporting as of December 31, 20t0, based an criteria established in
Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Frontier
Coininunications Coqiorntion's management is responsible for maintaining efl'ective internal control over tlnancial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying Management's Report on Internal Control Over Financial Reporting.
Our responsibility is to express an opinion on the Company's internal control over tinancial reporting based on our audit.

'IVe conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require tlmt
we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in afl material
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating etfectiveness of internal control based on the assessed risk. Our audit also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's

internal

control over
financial reporting includes those policies and procedures that (I) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflec
the tmnsactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of tinanciai statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over tinancial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
et'fcctiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.

In our opinion, Frontier Communications Corporation maintained, in all material respects, effective internal control over financial reporting as of
December 31, 2010, based on criteria established in Internal Control ~Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Frontier Communications Corporation acquired certain defined assets and liabilities of the local exchange business and related landline activities of Verizon
Communications Inc. (the Acquired Business) during 2010, and management excluded from its assessnient of the effectiveness of the Company's internal
control over financial reporting as of December 31, 2010, the Acquired Business' internal control over financiat reporting associated with assets of S4.3
billion (24% of assets) and revenue of $1.5 billion (40% of revenue) included in the consolidated financial stateinents of Frontier Communications
Corporation and subsidiaries as of and for the year ended December 31, 2010. Our audit of internal control over financial reporting of Frontier
Communications Corporation also excluded an evaluation of the internal control over Financial reporting ot those assets snd revenues of the Acquired
Business.

Ive also have audited, in accordance with the standards of the Public Company Accoanting Oversight Board (United States), tire consolidated balance sheets
of Frontier Communications Corporation and subsidiaries as of December 31, 2010 and 2009, and the related consolidated statements of operations, equity,
comprehensive income and cash flows for each of the years in the three-year period ended December 31, 2010, and our report dated February 25, 2011
expressed an unqualitled opinion on those consolidated financial statements.

/s/ KPrMG LLP

Stamford, Connecticut
February 25, 201 I

FRONTIERCOMIvlUNICATIONSCORPORATIONANDSUBSIDIARIES

ReportOf Independent Registered Public Accounting Firm

The Board of Directors and Shareholders

Frontier Communications Corporation:

We have attdited Frontier Comm:micattons Corporation's n err a control over financia report ng as of December 3 20 0, based on criteria established in
Internal Control.Integrated Framework issued by the Committee of Sponsoring Organizat ons of the Treadway Comm ss on (COSO). Fron er

o s Co era on's manaoement is respons b e for maintaining effective internal centre over financial reporting and for its assessment of the
Comtuunteatt _. rp _ .......... ne uded in tile accomDa 'tv n_ Management's Report on Internal Control Over Financial Reporting.
effec veness or interna co 1 ['O over ilnallulat l_p..Jtt u/$ ._.._ ..... .

Our responsibility is to express an opinion on the Company s internal control over _nanetal reporting based on our audtt.

_, conducted our audit in accordance with the s andards of tile Public Company Acco ng Overs ght Board (Un ed Sta es). Those standards require tl at
Ve ...... _-. ' ...... _.*.......... about whether effective internal control over financ a reporting was maintained in all material

an ann erroNla tile auo t o oo a n rea_.vnao _, _u*_,._
We p P - , - _ . • r..r_d,_r_tnndln_ of internal control over financial reporting, assessing the risk that a material weakness exists, and
respec s. Our atlCllt inc ueo oo a fling a ................ _ ........

es ng a d eva ua ing the design and operating efibctiveness of nternal con re based on the assessed risk, Our audit also iilcluded performing such other

procedures as we considered necessary n the circums ances, We believe that o lr audit provides a reasonable bass for our up n on

• , " ca re rtn isa rocess des gned to provide reasonable assurance regarding tbe re ab tyoffinanca reporting and
A company.s internal control over fina_ .po g P_ in _er, r,rdnnra "a/ h _ene v ceoted accountinz !_rineiples A company's "n erna control over
he preparation of financ a s a emen s for ex erna_ pnrpos .................... o___ra _ ac . _ _ _ , ,

financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detad, accurately and fatrly reflect
t _ transae ons and d s ositions of the assets of the company (2) provide reasonable assurance that transac ons are recorded as necessary to permit
I e " _ _ • P • • A r._. _x,lth 6-_nf-r_llv accented accountinu Ilrinc tiles, and hat receipts and expend lures of lhe company are being

preparation oil Hflanclal statements In accor_an._ --.-. _,........ _ .r .... *
nade on in accordance w I authorizat ons of management a d d_rectors of the company and (3) provide reasonable assurance regarding preventton or

Y . . . - . • . ._:.._:_:_ _r *h- com_an_"s assets that cou d have a ma efial effect on he financial statements.
timely detection orunautnonzea acqulsttloll, Use, el ul_pvat_lvli ,_. _ ,., F J

Because of s nheren nitations ternal eonlrol over financ a reporting may not prevent or detect misstatements, Also, projections of any evaluation of
effectiveness to filture periods are subject to the risk that controls may become inadequate beca se of changes in conditions, or that the degree of conrpliance

with the policies or procedures may deteriorate,

n olr up nion Fro er Commun cations Corporation maintained n a l material respec s effec ven erna control over financial reporting as of
December 31, 2010, based on eriter a estab shed n in ernal Control.Integrated Framework issued by the Cumin ttee of Sponsoring Organizat ons of e

Treadway Commission (COSO).

Frontier Communications Corporation acquired certain defined assets and liabilities of the local exchange business and related landline activities of Verizort
Communications Inc. (the Acquired Business) during 2010, and management excluded froln its assessment of the effectiveness of the Company's internal

• • . S
control over finane al reporting as of December 3I 2010_, the Acqlured Busme s interna control over finane a reporting associated with assets of S4.3' in the consolidated financial statements of Frontier Communicat ons
billion (24% of assets) and revenue of $1.5 billion (40_ of revenue) included
Corporation and subsidiaries as of and for the year ended December 31, 2010• Our audit of internal control over financial reporting of Frontier
Communications Corporation also excluded an evaluation of the internal control over financial reporting of those assets and reveilues of the Acquired

Business,

We also have audited, in accordance w th the standards of e Pub e Company Acco', nt ng Oversight Board (Un ed S ates), tb.e consolidated balance sheets
of Frontier Communications Corporation and subsidiaries as of December 31, 2010 and 2009, and the re aed conso dated s a ements of operations, eqt i y,

eomprebens ve income and casb flows for each of the years in the three-year period ended December 31, 2010, aod our report dated February 25, 2011

expressed an unqualified opinion on those consolidated financial statements•

/s/KPMG LLP

Stamford, Connecticut

Febnmry 25, 2011
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FRONTIFR CObliNIUNICATIONS CORPORATION AND SUBSIDIARIES

Report Of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Frontier Communications Corporation;

IVe have audited the accompanying consolidated balance sheets of Frontier Communications Corporation and subsidiaries as of December 31, 2010 and 2009,
and the related consolidated statements of operations, equity, comprehensive income and cash flows tor each of the years in the three-year period ended
December 31, 20 i0. Tliese consolidated tinancial statements are the responsibility of the Company's management. Our responsibility is to express an opinion
on these consolidated financial statements based an our audits.

IVe conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
pnnciples iised mid signiticant estimates made by manageinent, as well ss evaluating the overall financial statement presentation. IVe believe that our audits
provide a reasonable basis for our opinion.

In our opinion, thc consolidated financial statements referred to above present fairly, in all material respects, the tlnancial position of Frontier
Conununications Corporation and subsidiaries as of December 31, 2010 and 2009 and the results of their operations and their cash tlows for each of the years
in the three-year period ended December 31,2010, in conformity with U.S. gcnemlly accepted accounting principles.

)Ve also have audited, in accordance with the standards of the Public Coinpany Accounting Oversight Board (United States), Frontier Communications
Corporation's internal control over tins ncial reporting as of December 31,2010, based on criteria established in Intents l Control Integrated Framework issued
by the Comminee ot' Sponsoring Organizations of thc Treadway Commission (COSO), and our report dated February 25, 2011 expmssed an unqualified
opinion on the etYcctiveness of the Company's internal control over tinancial reporting.

/s/ KPMG LLP

Stamford, Connecticut
Feb niary 25, 2011
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FRONTIER COMMUNICATIONS COP,PORATION AND SUBSIDIARIES

Report Of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders

Frontier Communications Corporation:

We bare audited the accompanying consolidated balance sheets of Frontier Communications Corporation and subsidiaries as of December 3 I, 2010 and 2009,
and the related consolidated statements of operations, equity, comprebensive income and cash flows thr each of the years in the three-year period ended
December 3 t, 2010. T0ese consolidated financial statements are tile responsibility of the Company's management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audits.

We conducted our audits ill accordance with the standards of file Public Company Accounting Overs ght Board (United States). Those standards require tbat
we plan and perform the audit to obtain reasonable assurance abo't wbether the financial statements are flee of material misstatement. An audit includes

examining, on a test basis, evidence supporting the amounts and disclosures in tbe financial statenlents. An audit also includes assessing tile accounting
priuciples used and significant estimates made by manage _ten, as well as evaluating tile overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, tile consolidated financial statements referred to above present fairly, in all material respects, the financial position of Frontier
Communications Corporation and subsidiaries as of December 3 I, 2010 and 2009 and the results of tbeir operations and their cash flows for each of the years
in tbe three-year period ended December 31,2010, in conformity with U.S. generally accepted accounting principles.

We also bare audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Frontier Communications
Corporation's internal control over financial reporting as of December 31 2010, based on criteria established in Internal Control Integrated Framework ssued
by the Commi ee of Sponsoring Organizations of t e Treadway Commission (COSO), and our report dated February 25, 2011 expressed an unqualified
opinion on tbe effectiveness of the Company's internal control over financial reporting.

/s/KPMG LLP

Stamford, Connecticut
Febrtlary 25, 201 l
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I'RUNTIER COivlMUNICATIONS CORPORATION AND SUBSIDIARIFS

glanagenient's Report On Internal Control Over Financial Reporting

Tire Board of Directors and Shareholders
Frontier Communications Corporation:

The managmnent of Frontier Communications Corporation and subsidiaries is responsible for establishing and maintaining adequate internal control over
tinancial reporting, as such term is defined in Exchange Act Rules 13a-15(ft and 15d-l5(I),

Under the supervision and with the participation of our management, wc conducted an evaluation of the effectiveness of our internal control over tlnancial
reponing based an thc framework in Internal Control-integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission, As a result of the Transaction, we have begun to integrate certain business processes and systems of the Acquired Business. Accordingly,
certain changes have been made and will continue to be made to our internal controls over financial reporting until such time as this integration is
complete. In reliance on interpretive guidance issued by the SEC staff, as discussed in the accompanying Annual Report on Form 10-K for our tiscal year
v nded Deceinber 31, 2010, management has chosen to exclude from its assessment of the effectiveness of our internal control over financial reporting as of
December 31, 2010, thc Acquired Business' internal control over financial reporting associated with assets of 54.3 billion, representing 2@v/v of consolidated
assets, and revenue of 51.5 billion, representing Cuv/v of consolidated revenues, included in the consolidated financial statements of Frontier Coinmunications
Corporatiorr and subsidiaries as of and for the year ended December 31, 2010, and will include its assessment of internal control over financial reporting for
thc Acquired Business in our Annual Report an Form 10-K for our fiscal year ending December 31, 2011. Based on our evaluation our management
concluded that our internal control over financial reporting was effective as of December 31, 2010 and for the period then ended.

Our independent registered public accounting firm, KPlvlG LLP, has audited the consolidated financial statements included in this report and, ss part ot' their
audit, has issued their report, included herein, on the effectiveness of our internal control over financial reporting.

Siamt'ord, Conneclicut
February 25, 2011
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FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES

Manttgement'sReportOn Internal Control Over Financial Reporting

The Board of Directors and Shareholders
Frontier Communications Corporation:

Ttte nanagement of Frontier Communications Corporation and subsidiaries is responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15a-15(0.

Under t e superv s on and w he participation of our ma agement, we conducted an eva uation of the effeetivettess of our internal control over financial
report ng based ol e framework n _ erna Con rol-lntegrated Framework ss ed by the Committee of Sponsoring Organizations of the Treadway
Commission. As a result of tile Transaction, we have begutt to integrate certain business processes and systems of he Acquired Business. Accordingly,
certa changes have been made and will continue to be made o our internal contro s over financia reporting until such time as this integration is
complete, n reliance on n erpre ve guidance issued by the SEC s aft, as d scussed in he accompanying Annual Report on Form 10-K for our nscal year

2010 mann emen has chosen to exclude from its assessment of the effectiveness of our intental control over financial reporting as of
e2_ded Dec_ _ber31, ,_ A',.ou ret_g Bus ness' n erna control over financ a repor ng associated with assets of $4.3 billion, representing 24% of consolidated
i_'ecemoer ._t zu_,, ....... -_::-:-- . o ,_,,,_--,_ " i d in the consolidated finane a s a ements of Frontier Conlmunlca O S
assets, and revenue of $1.5 bdhon, representmg 40 _ of consohdated r......... inch de
Corporation and subsidiaries as of and for the year ended December 31, 2010, and will include its assessment of internal control over financial reporting for
the Acquired Business in our Anmlal Report on Form 10-K for our fiscal year ending December 31, 2011. Based on our evaluation our managelllent
concluded that our internal control over financial reporting was e ffective as of December 31, 2010 and for the period then ended.

O r ndependen registered pub e account ng firm, KPMG LLP, has audited the consolidated financial statements included in this report and, as part of their
audit, has issued their report, included herein, on the effectiveness of our internal control over financial reporting.

Stamford, Connecticut
February 25, 2011
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I'RONTIER COMlvtUNICATIONS CORPORATION AND SUBSIDIARIES

Pursuant to the requirements of the Securities Exclmnge Act of (934, this report has been signed below by the following persons on behalf of the registrant
and in the capacities indicated on the 25th day of Pcbruary 20 I 1.

Sj nature Title

8/ Lero T. Barnes Jr
(Leroy T. Bames, Jr,)

/s/ Peter C, B. B oe
(Peter C. B. Bynoe)

/s/ Jeri B. Finard

(Jeri B. Fiimrd)

/s/ Edwmi Fraioli
(Edivard Fraioli)

/s/ IViiliam M. Kraus
(tvilliam ivl. Kraus)

/M Robert J. Larson
(Robert J. Larson)

/s/ Pamela D.A. Reeve
(Pmnela D.A. Reeve)

/s/ Howard L. Schrott
(Howard H Schrott)

/s/Larraine D. Se il

(Larraine D. Segil)

/M lvtsrk Shs iro

(hlark Shapiro)

/s/ Donald R. Shassian
(Donald R. Shassian)

/s/ David H. Ward
(David H. Ward)

/s/ M on A. Wick IH

(Myron A. IVick Hl)

/s/ hla A nes 5Viiderotter

(Mary Abmes Wilderotter)

Director

Director

Director

Director

Director

Senior Vice President and Chief Accounting Officer

Director

Director

Director

Director

Executive Vice President and Chief Financial Otyicer

Director

Director

Chairman of the Board, President and Chief Executive Officer
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pursuant to the reqtlirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant

and in the capacities indicated on the 25th day of February 2011.

Si_na_l_

/s/Leroy T. Barnes I Jr,

(Leroy T. Barnes, Jr.)

/_ Peter C. B. Bynoe

(Peter C, B. Bynoe)

/s/Jerl B. Finard

(Jerl B. Finard)

/s/Edward Fraioli

(Edward Fraioli)

/s/William M, Kraus

(William M. Kraus)

Is/Robert J. Larson

(Robert J. Larson)

/s/Pamela D.A. Reeve

(Pamela D.A. Reeve)

/s/ttoward L. Schrott

(Howard L. Schrott)

/s/Larraine D. Scull

(Larraine D. Segit)

L4 Mark Shapiro

(Mark Shapiro)

/s/Donald R. Shassian

(Donald R. Shassian)

/_ David H. Ward

(David H. Ward)

/s/Myron A. Wick Ill

(Myron A. Wick Hl)

/s/Mary A,_nes Wilderotter

(Mary Agnes WiIderotter)
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Director

Director

Director

Director

Director

Senior Vice President and Chief Accounting Officer

Director

Director

Director

Director

Executive Vice President and Chief Financial Officer

Director

Director

Chairman of the Board, President and Chief Executive Officer
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FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

SIGNATURES

Pursuant to the requirements of Section l3 or IS(d) of the Securities Exchange Act of (934, the Registrant has duly caused this report to be signed on its
behalf by thc undersigned, thereunto duly authorized.

FRONTIER COMMI/NICATIONS CORPORATION
(Registrant)

8:/s/Ma A nes (Yilderotter

ihlary Agnes tgildetotter
Chairman of the Board, President and Chief Executive Officer

February 25, 2011
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SIGNATURES

Pursuant to the requirements of Section I3 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned, theremlto duly authorized.

FRONTIER COMMUNICATIONS CORPORATION

(Registrant)

By:/s/Mary A_nes Wi[derotter
Mary Agnes Wilderotter

Chairman of the Board, President and Chief Executive Officer

Febrtrary25,2011
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10.35

10.36

12.1

21,1

23. 1

31.1

31.2
32. 1

32.2
101.1NS
101.SCH
IOI, PRE
101.CAL
I 0 1.LAB
101.DEF

irlcnibership Interest Purchnse Agreement bctwecn the Company and Integra Telecom Holdings, inc. dated February 6, 2006 (tiled as
Fxhibit lb. I to thc Company's Current Report on Form 5-K tiled on Febnmry 9, 2006).
Stock Purchase Agreement, dated as of July 3, 2007, between the Company and Country Road Communications LLC (filed as Exhibit 2. 1

to tire Company's Current Repen on Form 8-K filed on July 9, 2007)u
Computation of ratio of earnings to fixed charges (this item is included herein for the sole purpose of incorporation by reference).
Subsidiaries of thc Registrant,
Auditors' Consent.
Certitication of Principal Executive OtTicer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934 (the "1934Act").
Ccrtitication of Principal Financial Officer pursuant to Rule 13a-14(a) under the 1934 Act.
Certitication of Chief Executive 0fticer pursuant to 18 U S C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes Oxley Act
of 2002 ("SOXA").
Certiiication of Chief Pinancial Officer pursuant to I g U S C. Section 1350, as adopted pursuant to Section 906 of SOXA.
XBRL Instance Domunent.
XBRL Taxonomy Extension Schema Document.
XBRL Taxonomy Presentation Linkbase Docuntent.
XBRL Taxonomy Calculation Linkbase Document.
XBRL Taxonomy Label Linkbase Document.
XBRL Taxonomy Extension Definition Linkbase Document.

Exhibits 10 14 through 10 34 are management contracts or compensatory plans or anangemcnts.

Incorporated by reference.
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10.35 h.lcmbership Interest Purchase Agreement between the Company and Integra Telecom Holdings, Inc. dated February 6, 2006 (filed as

Exhb 0 ttotheCompanysC rrent Report on Form 8-K iedonFcbrtary9,2006).*
[0.36 Stock Purchase Agreement, dated as of July 3, 2007, between the Company and Country Road Communications LLC (filed as Exhibit 2.1

to tile Company's Curren (eport on Form 8-K fi ed on J dy 9 2007) •
12.1 Computation of ratio of earnings to fixed charges (this item is included herein for the sole purpose of incorporation by reference).

21.1 Subsidiaries of the Registratrt.

23. I Auditors' Consent. . " ct '
31,1 Certification of Principal Executive Officer pursuant to Rule 13a- 4(a) under he Secunttes Exchange Ac of 1934 (the t934 A ).

31.2 Certifica on of Princ pa F nancial Officer pursuant to Rule 3a-14(a) under the I934 Act.
32.1 Certification of Chief Executive O fticer pursuant to 18 U.S.C. Sect on 1350, as adop ed pursuant to Sect on 906 of the Sarbanes Oxley Act

of 2002 ("SOXA").
32,2 Certification of Chief Financial Officer pursuant to 18 U,S.C. Section 1350, as adopted pursuant to Section 906 of SOXA.

I01.1NS XBRL Instance Document.
101.SCH XBRL Taxonomy Extension Schema Document.
101.PRE XBRL Taxonomy Presentation Linkbase Document.
101.CAL XBRL Taxonomy Calculation Linkbaso Document.
l0 I.LAB X BRL Taxonomy Label Linkbase Document.

IOI.DEF XBRL Taxonomy Extension Definition Linkbase Document.

Exhibits 10.14 through 10.34 are management contracts or compensatory plans or arrangements.

* Incorporated by reference.
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10.21
10.22

10.23
10,24

10.25
10.26

10.27
10.28

10.29

10.30
10.31

I0.32
10.33
10.34

Credit Agreement, dated as of September 8, 2010, among the Company, the Lendcrs party thereto, and Deutsche Bank AG, New York
Branch, as Administrative Agent and Issuing Bank (tiled as Exhibit 4. 1 to the Company's Current Report on Form 8-K filed on September
14, 2010).
Distribution Agreement, dated as of May 13,2009, by and among Verizon and Spinco ("Distribution Agreement" ) (tiled as Exhibit 10.1 to
the Ivlny 15, 2009 S-K).'
Amen&lment No. I to Distribution Agreement, dared as ot'July 24, 2009, by and benveen Verizon and Spinco (filed as Exhibit 10.2 to the
Company's Registration Statement on Form S-4 (No. 333-160789) filed on July 24, 2009)p
Amendment No, 2 to Distribution Agreement, dated as of March 23, 2010, by and between Verizon Communications Inc. and Spinco (filed
as Exhibit 10.11 to the Spinco Form 10).
Employee Matters Agreement, dated as of May 13, 2009, by mid among Verizon, Spinco and the Company (filed as Exhibit 10.2 to the
May 15, 2009 8-K).~
Tax Sharing Agreement, dated as of May 13,2009, by and among Verizon, Spinco and the Company (filed as Exhibit 10,3 to the May 15,
2009 8-K).'
Agreement Regarding Intellectual Property Matters, dated as of March 23, 2010, among the Company, Spinco and Verizon (filed as Exhibit
10.12 to the Spinco Form 10)p
Non-Employee Directors' Deferred Fee Equity Plnn, as amended and restated December 29, 2008 (filed as Exhibit 10,7 to the Company's
Annual Report on Form 10-K For the year ended December 31,2008 (the "2008 10-K")p
NonEmployee Directors' Equity Incentive Plan, as amended and restated December 29, '2008 (filed as Exhibit !0 8 to the 2008 10 K) ~

Separation Agreement benveen the Company and Leonard Tow etTectivc July 10, 2004 (filed as Exhibit 10.2.4 of the Company's Quarterly
Report on I'orm 10-Q for the fiscal quarter ended June 30, 2004).~

Citizens Executive Deferred Savings Plan dated Jnnuary I, 1996 (filed as Exhibit 10.19 to the Company's Annual Report on Form 10-K for
the year ended December 31, 1999 (the "199910-K"))p
1996 Equity Incentive Plan, as amended and restated December 29, 2008 (filed as Exhibit 10.11 to the 2008 10-K)n
Frontier Bomis Plan (formerly Citizens Incentive Plan) (Ided as Appendix A to the Company's Proxy Statement dated April lg, 2007)p
Amended and Restated 2000 Equity Incentive Plan, as amended and restated December 29, 2008 (filed as Exhibit 10.13 to the 2008 10-K)p
2009 Equity Incentive Plan (filed as Appendix A to the Company's Proxy Statement dated April 6, 2009).~
Amended and Restated Employment Agreement, dated as of March 31,2010, between the Company and Mary Agnes Witdcrotter (tiled as
Exhibit 10.1 to the Company's Current Report on Form S-K filed on April I, 2010).
Employment Letter, dated May 27, 2009, benveen the Company and Roben Larson (filed as Exhibit 10.22 to the 2009 10-K).~
Offer of Employment Letter, dated December 31, 2004, betiveen the Company and Peter B. Hayes ("Hayes Offer Letter" ) (filed as Exhibit
10.23 to the Company's Annual Report on Form 10-K for the year ended December 31,2004)n
Amendment to Hayes Offer Letter, dated December 24, 2008 (tiled as Exhibit 10 17 to the 2008 10 K) ~

Offer of Employment Letter, dated March 7, 2006, benveen the Company and Donald R. Shassian ("Shassian Otfcr Letter" ) (filed as
Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2006)p
Aniendment to Shassian Offer Letter, dated December 30, 2008 (filed as Exhibit 10.19 to the 2008 10-K).~
Form of Arrangement with Daniel J. McCarthy and Melinda M. )Vhtte with respect to vesting of restricted stock upon a change-in-control
(filed as Exhibit 10 22 to the 2007 10 K). ~

Otfer of Employinent Letter, dated January 13, 2006, between the Company and Cecilia K. IMcKenney ("McKenney Offer Letter") (filed as
Exhibit 10.1 to the Company's Quarterly Report on Foun 10-Q for the fiscal quarter ended March 31,2008), ~

Amendment to McKenney Offer Letter, dated December 24, 2008 (filed as Exhibit 10.23 to the 2008 10-K)p
Otfer of Employment Letter, dated January 20, 2010, between the Company and Kathleen Abemathy (filed as Exhibit 10.35 to the Spinco
Form 10)p
Form of Restricted Stock Agreement for CEO (filed as Exhibit I 0.32 to the 2009 Form I G-K),~

Porm ot'Restricted Stock Agreeinent for named executive officers other than CEO (tiled as Exhibit 10.33 to the 2009 Form 10-K)n
Summary of Non-Employee Directors' Compensation Arrangements Outside of Formal Phns (filed as Exhibit 10 28 to the 200S 10-K)n
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Credit Agreement, dated as of September 8, 2010, among the Company, the Lenders party thereto, and Deutscbe Bank AG, New York

Branch, as Administrative Agent and Issuing Bank Oiled as Exlfibit 4.I to the Company's Current Report on Form 8-K filed on September
14, 2010).*

Distribution Agreement, dated as of May 13, 2009, by and among Verizon and Spinco ("Distribution Agreement".) (filed as Exhibit 10.1 to
tbe May 15, 2009 8-K).*

Antendnlent No. 1 to Distribution Agreement, dated as of July 24, 2009, by and between Verizon and Spinco (filed as Exbibit 10.2 to the
Company s Regts ra Ion S atement on Form S-4 (No. 333-160789) filed on Ju y 24, 2009),)

Amendment No. 2 to Distribution Agreement, dated as of March 23, 2010, by and between Verizon Communications Inc. and Spinco (flied
as Exhibit I0.11 to the Spineo Form 10).,

Employee Matters Agreement, dated as of May 13, 2009, by and among Vefizon, Spinco and the Company (filed as Exhibit 10.2 to file
May 15, 2009 8-K).*

Tax Sharing Agreement, dated as of May 13, 2009, by and among Verizon, Spineo and the Company (filed as Exhibit 10.3 to the May 15,
2009 8-K).,

Agreement Regarding Intellectual Property Matters, dated as of March 23, 2010, among the Company, Spinco and Verizon (filed as Exbibit
10.12 to the Spinco Form 10).*

Non-Employee Directors' Deferred Fee Equity Plan, as amended and restated December 29, 2008 (filed as Exhibit 10.7 to the Company's
Annual Report on Form 10-K for the year ended December 3 l, 2008 (the "2008 l 0-K").*

Non-Employee Directors' Equity Incentive Plan, as amended and restated December 29,,2008 (filed as Exhibit 10.8 to the 2008 1O-K).*
Separation Agreement between the Company and Leonard Tow effective J',dy 10, 2004 (filed as Exhibit 10.2.4 of the Company's Quarterly

Report on Form 10-Q for the fiscal quarter ended J ne 30 2004).*
CitizensExecutiveDeferredSavingsPla,,tldatedJanuaty 996 (filed as Exhibit 0 9 o he Company s Ann a Report on Form lO-Kfor
heyearendedDecember3 , 999(the 199910-K')).*

1996 Equity Incentive Plan, as amended and restated December 29, 2008 (filed as Exhibit 10.11 to the 2008 10-K).*
Frontier Bonus Plan (formerly Citizens Incentive Plan) (filed as Appendix A to the Company's Proxy Statement dated April I0, 2007).*

Amended and Restated 2000 Equity Incentive Plan, as amended and restated December 29, 2008 (filed as Exhibit 10.13 to the 2008 10-K).*
2009 Equity Incentive Plan (filed as Appendix A to the Company's Proxy Statement da ed Apt 6 2009).*

Amended and Res ated E nployment Agreement, dated as of March 3 , 20 0, between the Company and Mary Agnes Witderotter (filed as
Exhibit 10.1 to tbe Company's Current Report on Form 8-K filed on April 1, 20I 0).*

Employment Letter, dated May 27, 2009, between the Company and Robert Larson (filed as Exhibit 10.22 to the 2009 IO-K).,
Offer of Employment Letter, dated December 31, 2004, between the Company and Peter B. Hayes ("Hayes Oftbr Letter") (filed as Exbibit
10.23 to the Company's Anmmi Report on Form IO-K for the year ended December 31 2004).*
Amendment to Hayes Offer Letter, dated December 24, 2008 (fled as Exhibit 10.17 to the 2008 10-K).*

Offer of Employment Letter, dated March 7, 2006, between the Company and Donald R. Shassian ("Shassian Offer Letter") (flied as
Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 3 I, 2006).*
Amendment to Shassian Offer Letter, dated December 30, 2008 (filed as Exhibit 10.19 to the 2008 10-K)."

Form of Arrangement with Daniel J. McCarthy and Melinda M. White with respect to vesting of restricted stock upon a change-in-control
(filed as Ex b t 0.22 to the 2007 I0-K).,

Offer of Employment Letter, dated January 13, 2006, between the Company and Cecilia K. MeKenney ("McKermey Offer Letter") (filed as
Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 3 I, 2008) *
Amendment to MeKenney Offer Letter, dated December 24, 2008 (filed as Exhibit 10.23 to the 2008 10-K).*

Offer of Employment Letier, dated January 20, 2010, between the Company and Kathleen Abemathy (filed as Exhibit I0.35 to the Spinco
Form. 10).,

Form of Restricted Stock Agreement for CEO (filed as Exhibit 10.32 to the 2009 Form l 0-K).*

Form of Restricted Stock Agreement for named executive officers other than CEO (filed as Exhibit 10.33 to tbe 2009 Form 10-K).*
Summary of Non-Employee Directors' Compensation Arrangements Outside of Formal Plans (filed as Exhibit 10.28 to fire 2008 10-K).*
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Third Suppleinental Indenture to tbe May 2001 Indenture, dated as of November 12, 2004, between the Company and JPMorgan Chase
Bank, N.A, (tiled as Exhibit 4.1 to the Company's Current Rcport on Form 8-K tiled on November 12, 2004 (the "November 12, 2004 8-
K")).'
Form of Senior Note doe 2013 (filed as Exhibit A to Exhibit 4. 1 to the November 12, 2004 8-K).
Indenture, dated as of August 16, 2001, between Ihe Company and JPMorgan Chase Bank, N.A, (as successor to The Chase iManhattan

Bank), as Trustee (including the t'orni of note attached thereto) (tiled as Exhibit 4.1 of the Company's Current Report on Form 8-K filed orr

Auipist 22, 2001)rt
Indenture, dated as of December 22, 2006, benveen the Company and 11ie Bank of New York, as Tmstee (filed as Exhibit 4.1 to the
Companyls Current Report on Form 8-K tiled on December 29, 2006).
Indenture dated as of March 23, 2007 by and benveen the Company and The Bank of New York with respect to the 6.625% Senior Notes
due 2015 (including the term of such note attached thereto) (filed as Exhibit 4.1 to the Company's Current Report on Form 8-K filed on
triarch 27, 2007 (the "March 27, 2007 S-K")),~
Indenture dated as of March 23, 2007 by and beuveen the Company and The Bank of New York with respect to the 7, 125% Senior Notes
duc 2019 (including the t'orm of such note attached thereto) (tiled as Exhibit 4.2 to the Ivlarch 27, 2007 8-K)rt
Indenturo dated as of April 9, 2009, between the Company und The Bank of New York Mellon, as Trustee (the "April 2009 Indenture" )
(filed as Exhibit 4. 1 to the Company's Current Report on Form 8-K filed on April 9, 2009 (the "April 9, 2009 8-K"))4
First Supplemental indenture to the April 2009 Indenture, dated as of April 9, 2009, benveen the Company and The Bank ofNew York
iMcllon, as Trtistee (filed as Exhibit 4.2 to thc April 9, 2009 8-K).
Second Supplemental Indenture to the April 2009 Indenture, dated as of October I, 2009, between the Company and The Bank of New
York Ivlellon, as Trustee (liled as Exhibit 4.1 to thc Company's Current Report on Porm 8-K filed on October I, 2009).~
Indenture, dated ss of April 12, 2010 (the "April 2010 Indenture" ), as amended, between Spinco and Thc Bank of New York Mellon, as
Tnistee (filed as Exhibit 4.22 to Spinco's Registration Stntement on Form 10 tiled on April 20, 2010 (File No. 000-53950) (the "Spinco
Form 10"))4
First Supplemental Indenture to the April 2010 Indenture, dated as of July I, 2010, beuveen the Company and The Bank of New York
ivlellon, as Trtistee (tiled as Exhibit 4,2 to the Company's Registration Statement on Form S-4 filed on July 2, 2010 (File No.
333-167962)).~
Indenture, dated as of January I, 1994, between Frontier North Inc, (formerly GTE North Incorporated) and Bank of New York Mellon (as
successor to liic First National Bank of Chicago), as Tnistee (the "Frontier North Indenture" ) (tiled as Exhibit 4.1 to the Company's
Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2010).
First Supplemental Indenture to the prontier North Indennire, dated as of May I, 1996, between Frontier North Inc. (formerly GTE North
Incorporated) and Bank of New York Ivlellon (as successor to The First National Bank of Chicago), as Trustee (tiled as Exhibit 4.2 to the
Company's Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2010)rt

Form ot'Debenture under the Frontier North Indenture.
Loan Agreement between thc Company and Rural Telephone Finance Cooperative for $200,000,000 dated October 24, 2001 (filed as
Exhibit 10.39 to the Company's Quarterly Report on Porm 10-Q for the fiscal quarter ended September 30, 2001).~
Amendment No. I, dated as of March 31, 2003, to Loan Agreement between the Company and Rural Telephone Finance Cooperative (filed
as Exhibit 10.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 31, 2003),~

Amendment No. 2, dated as of Islay 6, 2009, to Loan Agreement between the Company and Rural Telephone Finance Cooperative (filed as
Exlnbit 10.1 to the Company's Quarterly Report an Form 10-Q for the fiscal quarter ended March 31,2009)p
Credit Agreement, dated as of December 6, 2006, among the Company, as the Borrower, and CoBank, ACB, as the Administrative Agent,
the Lead Arranger and a Lender, and the other Lcnders referred to therein (filed as Exhibit 10.1 to the Company's Current Report on Form
8-K tiled on December 7, 2006)rt
Credit Agreement, dated as of March 10, 2008, among the Company, as the Borrower, and Cogank, ACB, as the Administrative Agent, the
Lead Arranger and a Lender, and the other Lenders referred to therein (filed as Exhibit 10.1 to the Company's Current Report on Form 8-K
filed on March 10, 2008)rt
Credit Agreement, dated as of March 23, 2010, between thc Company, the Lenders party thereto and JPMorgan Chase Bank, iV.A. , as
Administrative Agent (filed as Exhibit 10.8 to the Spinco Form 10).~
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4.13

4.14
4.15

4A6

4.17

4.18

4.19

4.20

4.21

4.22

4.23

4.24

4.25

4.26
10.1

10.2

10.3

10,4

10.5

10.6

T rd St pp emental lndenture to the May 200 h_denttre, daedasofNovember12,2004, betweenfleCompany,andJPMorganChase
Bank, N.A.(filedasExhibit4A to the Company's Current ReportonForm8-KfiledonNovember 12,2004( le November 12,20048-

K"))..
Form of Settler Note due 2013 (filed as Exhibit A to Exhibit 4.1 to the November 12, 2004 8-K), °
Indenture, dated as of August 16, 2001, between the Company and JPlvlorgan Chase Bank, N.A. (as successor to The Chase Manhattan
Bank), as Trustee (including the tbrn_ of note attached thereto) (filed as Exhibit 4.l oftbe Company's Current Report on Form 8-K filed on

August 22 2001).o
Indenture, dated as of December 22, 2006, between the Company and The Bank of New York, as Trustee (filed as Exhibit 4.1 to the

Company's Current Report on Form 8-K filed on December 29, 2006). °
Indenture da ed as of March 23, 2007 by and between the Company and The Bank of New York with respect to the 6,625% Senior Notes
due 2015 (inchlding the tbrm of such note attached thereto) (filed as Exhibit 4.1 to he Company's Current Report on Form 8-K filed on
March 27, 2007 (the "March 27, 2007 8-K")),*
Indenture dated as of March 23, 2007 by and between the Company and The Bank of New York with respect to the 7,125% Senior Notes
due 2019 (including the lbrm of such note attached thereto) (filed as Exhibit 4.2 to the March 27, 2007 8-K).*
Indenture dated as of Aprfi 9, 2009, between the Company and The Bank of New York Mellon, as Trustee (the "April 2009 Indenture")
(filed as Exhibit 4, I to the Company's Current Report on Form 8-K filed on Apdl 9, 2009 (the "April 9, 2009 8-K")).*
First Supplemental Indenture to the April 2009 Indenture, dated as of Aprd 9, 2009, between the Company and The Bank of New York
Mellon, as Trustee (filed as Exhibit 4.2 to le April 9. 2009 8-K).'
Seco d SuDoleme tal indenture to the April 2009 Indenture, dated as of October 1, 2009, between the Company and The Bank of New
York l'vlellon as Trus ee (filed as Exhibit 4.1 to e Company's Current Report on Form 8-K filed on October l, 2009).*

entt re dated as of Apr 2 2010 (the "Apfi 2010 lndentt re"), as amended, between Splnco and The Bank of New York.Mellon, as
Trtlstee (filed as Exhib t 4.22 to Spinco s Regis ration S a ement on Form 10 filed on Aprd 20, 2010 (Fde No. 000-53950) (the _pmco

Feral 10")).*
First Supplemental Indenture to the April 2010 Indenture, dated as of July 1, 20 I0, between the Company and The Bank of New York
Mellon, as Trustee (tiled as Exhibit 4,2 to the Conrpany's Registration Statement on Form S-4 filed on July 2, 2010 (File No.
333-167962)),*
Indenture, dated as of January 1, 1994, between Frontier North Inc. (formerly GTE North Incorporated) and Bank of New York Mellon (as
successor to The First National Bank of Chicago), as Trustee (the "Frontier North Indenture") (flied as Exhibit 4.1 to the Company's

Qt arterly Report on Fonu 10 Q for he fiscal quarter ended June 30, 20 I0).*
Firs Supplemental Indenture to the Fron er North lndenta re, dated as of May I 1996, between Frontier North Inc. (formerly GTE North
Incorporated) and Bank of New York ivlellon (as successor to The First National Bank of Chicago), as Trustee (filed as Exhibit 4.2 to the
Company's Quarterly Report on Form IO-Q for tile fiscal quarter ended June 30, 2010),*

Fo_m o'f De-benture under the Frontier North Indenture.
Loan Agreement between the Company and Rural Telephone Finance Cooperative for $200,000,000 dated October 24, 2001 (filed as
l_-_hihit Ill qO tn the Comr_anv's Ouarterlv Reoort on Form 10-Q for the fiscal quarter ended September 30, 200I ).: .....
Al"rt'etqd naen-t"N'o.'[ dated_as o'f March 3 ,200_3, to Loan Agreement between the Company and Rural Telephone Finance Cooperatwe (men
_ Exhibit 10 o the Comoanv's Quarturly Report on Form IO-Q for the fiscal quarter ended March 31, 2003),.* _ ....
A-mendmetu No 2 dated a_ oI'Ivlay 6 2009, to Loan Agreement between the Company and Rural Telephone Finance t.ooperattve (men as
t_uhibit 10 1 to t_te Comoanv's Ot artery Report on Form 10-Q for the fiscal quarter ended March 31, 2009). ° ....
7,"-5]:iA " _ _ a_.Aoo_er3_,.,_h,gr t; 2006 among the Comnanv as the Borrower and CoBank ACB as the AdmmEstrattve Agent,

the Lead Arranger and a Lender, and t le other Lenders referred to thereto (filed as Exhtblt 10.1 to tile Company s Current Report on
8-K filed on December 7, 2006).,
Credit Agreement dated as of Ivlarch 10, 2008 among the Company as the Borrower, and CoBank, ACB, as the Administrative Agent, the
Lead Arranger and a Lender, and the other Lenders referred to therein (filed as Exhibit 10.i to the Company s Current Report on Form 8-K
fied on March 10, 2008) *
Credit Agreement, dated as of March 23, 2010, between the Company, he Lenders party thereto and JPMorgan Chase Bank, N.A., as
Administrative Agent (filed as Exhibit 10.8 to the Spineo Form I0).,
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(2) Index to Exhibils:

All documents referenced below were filed pursuant to the Securities Exchange Act of 1934by the Company, file number 001-11001,unless otherwise
indicated.

Exhibit
iNo,

2. 1

2.2

3.1

3.2

3.3

3. I
4. 1

4.3

4.8

4.10

4.11

4.12

Description
Agrcernent and Plan of Merger, dated as of May 13, 2009, by and among Verizon Communications Inc. ("Verizon"), New Communications
Holdings Inc. ("Spinco") and the Company ("Agreement and Plan of Merger" ) (filed as Exhibit 2.1 to the Company's Current Report on
Form 8-K filed on May 15, 2009 (the "May 15, 2009 8-K)).
Amendinent No. I to Agreemcnt mid Plan of Ivlerger, dated as ot'July 24, 2009, by and among Verizon, Spinco and the Company (filed as
Exhibit 2.2 to the Company's Registration Statement on Form S-4 (No. 333-160789) filed on July 24, 2009).*
Restated Certificate of Incorporation (filed as Exhibit 3.200.1 to the Company's Quarterly Rcport on Form 10-Q for the fiscal quarter ended
June 30, 2000)4
Certificate of Amendmcnt of Restated Certificate of incorporation, effective July 31, 2008 (filed as Exhibit 3.1 to the Company's Quarterly
Report on Form 10-Q for the fiscal quarter ended June 30, 2008). ~

Certificate of Amcndmcnt ot'Restated Certificate of Incoqsoration, etYective June 28, 2010 (filed as Exhibit 99.2 to the Company's Current
Report on Form 8-K filed July 1,2010).
By-laws, as ammided Fcbniary 6, 2009 (filed as Exhibit 99, 1 to the Company's Current Report an Form 8-K filed an February 6, 2009). '
Rights Agreement, dated as of March 6, 2002, benveen the Company and lvlellon Investor Services, LLC, as Rights Agent (filed as Exhibit
I to the Company/s Registration Statement on Form 8-A filed on March 22, 2002).~
Amendment No. I to Rights Agreement, dated as ofJanuary 16, 2003, between the Company and Mellon Investor Services LLC, as Rights
Agent (filed as Exhibit I.I to the Company's Registration Statement on Form S-ArA, dated January 16, 2003).~
Amendmcnt No. 2 to Rights Agreement, dated as of May 12, 2009, between the Company and Mellon Investor Services LLC, as Rights
Agent (tiled as Exhibit 4. 1 to the May 15, 2009 8-K).
Indenture of Securities, dated as of August 15, 1991,between the Company and JPMorgan Chase Bank, N. A. (as successor to Chemical
Bank), as Trustee (the "August 1991 Indenture" ) (filed as Exhibit 4.100.1 to the Company's Quarterly Report on Form 10-Q for the fiscal
quarter ended September 30, 1991).
Pourth Supplemental Indenture to the August 1991 Indenture, dated October I, 1994, benveen the Company and JPMorgan Chase Bank,
N.A. (as successor to Chemical Bank), as Tnistee (filed as Exhibit 4.100.7 to the Company's Current Rcport on Form 8-K tiled on January
3, 1995)n
Fitlh Supplemental Indenture to the August 1991 Indenture, dated as of June 15, 1995, between the Company and JPMorgan Chase Bank,
N.A. (as successor to Chemical Bank), as Tnistee (filed as Exhibit 4.100.8 to the Company's Current Report on Porm 8-K filed on March
29, 1996 (the "March 29, 1996 8-K")).
Sixth Supplemental lndenuire tu the August 1991 Indenture, dated as of October 15, 1995,between the Company and JPMorgan Chase
Baok, N.A, (as successor to Chemical Bank), as Trustee (filed as Exhibit 4.100.9 to the ivlarch 29, 1996 8-K)z
Seventh Supplemental Indenture to the Augast 1991 Indenture, dated as ofJune I, 1996, between the Company and JPMorgan Chase Bank,
NA, (as successor to Chemical Bank), as Trustee (tiled as Exhibit 410011 to the Company's Annual Report on Form 10K for the year
ended December 31, 1996 (the "199610-IC'))4
Eighth Supplemental hidenture tO the AuguSt 1991 Indenture, dated aS Of DeCember I, 1996, benVeen the COmpany and Jprvicrgan ChaSe
Bank, N.A. (as successor to Chemical Bank), as Tnistee (filed as Exhibit 4.100.12 to the 1996!0-K).~
Senior Indenutre, dated as of May 23, 2001, between the Company and JPivlorgan Chase Bank, N.A. (as successor to The Chase Manhattan
Bank), as Trustee (the "May 2001 Indenture" ) (tiled as Exhibit 4.1 to the Company's Cunent Report on Form 8-K filed on May 24, 2001 8-
K (the "May 24, 2001 8-K")).
First Supplemental Indenture to the May 2001 indenture, dated as of iblay 23, 2001, between the Company and JPMorgan Chase Bank,
N. A. (tiled as Exhibit 4.2 to the May 24, 2001 8-K).
Form of Senior Note due 2011 (filed as Exhibit 44 to the iHay 24, 2001 8 K) ~
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(2) Index to Exhibits:

All documents referenced below were filed pursuant to the Securities Exchange Act of 1934 by the Company, file number 001-1 I001, unless otherwise
indicated,

Exhibit
No.

2.I

2.2

3.1

3.2

3.3

3.4
4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.11

4.I2

Description

Agreen:,ent and Plan of Merger, dated as of May 13, 2009, by and among Verizon Communications Inc. ( 'Ver'zon '), New Comm n cat'ons

Holdings Inc. ( Spruce ) and be Compal y ( Agreemen and Plan of Merger') (fi ed as Exlubl 2.1 to he Company s Current Report on
Form 8-K filed on May 15, 2009 ( he "May 15, 2009 8-K)). •

Amendment No. I to Agreement and Plait of iVlerger, dated as of July 24, 2009, by and among Verizon, Spinco and the Conrpany (Bled as
Exhibit 2.2 to the Company's Registration Statement on Form S-4 (No. 333-160789) filed on July 24, 2009).*

Restated Certificate of Incorporation (filed as Exhibit 3,200.1 to the Company's Quarterly Report on Form 10-Q for the fiscal quarter ended
June 30, 200fi).*
C

ertlflea e of Amend let t of Restated Certlfica e of Incorporation, effect ve July 3 I, 2008 (filed as Exhibit 3.1 to the Company's Quarterly
Report on Penn 10-Q for the fisca| quarter ended June 30, 2008). *

Certificate of Amendment of Restated Certificate of Incorporation, effective June 28, 2010 (Bled as Exhibit 99.2 to the Company's Current
Report on Form 8-K filed July 1,2010),*

By-laws, as amended February 6, 2009 (filed as Exhibit 99,l to the Company's Current Report on Form 8-K filed on February 6, 2009). *
Rights Agreement, dated as of March 6, 2002, beh, veen the Company and/vlellon Investor Services, LLC, as Rights Agent (filed as Exhibit
I to the Company's Registration Statement on Form 8-A filed on March 22, 2002).°

Amendment No. 1 to Rights Agreement, dated as of January 16 2003, between the Company and Mellon Investor Services LLC as Ri hts
Agent (Bled as Exhibit 1.i to tile Company s Registration Statement on Form 8-A/A, dated January 16, 2003).* ' g

Amendment No. 2 to Rights Agreement, dated as of May 12, 2009, between the Company and Mellon Investor Services LLC, as Rights
Agent (filed as Exhibit 4.1 o the May 15, 2009 8-K) *

Indenture of Securities, dated as of August 15, 1991, between the Company and JPMorgan Chase Bank, N.A. (as successor to Chemical

Bank), as Trustee (the "August I991 Indenture") (filed as Exhibit 4.100.1 to the Company's Quarterly Report on Form 10-Q for the fiscal
q arter ended Septentber 30, 1991) *

Fourth Supplemental Indenture to the August 1991 Indenture dated October , 994, between the Company and JPMorgan Chase Bank,
N.A. (as successor to Chemical Bank), as Trustee (filed as Exhibit 4. I00.7 to the Comoanv's Current Reoort on F - act nn r_,._, _,,',,
3, 1995).' _ _ , orm8 Kfil ............ .

FiBh Supplemental Indenture to the August 1991 Indenture, dated as of June 15, 1995, between the Company and JPMorgan Chase Bank,
N,A, (as successor to Chemical Bank). as Trustee (filed as Exhibit 4,100.8 to the Company's Current Report on Form 8-K Bled on March
29, 1996 (the "March 29, 1996 8-K")).,'

Sixth Supplemental Indenture to tile August 1991 Indenture, dated as of October 15, 1995, between the Company and JPMorgan Chase
Bank, N.A. (as successor to Chemical Bank), as Trustee (filed as Exhibit 4.100.9 to the March 29, I996 8-K).,

Seventh Supplemental Indenture to the August 199l Indenture, dated as of June 1, 1996, between the Company and JPMorgan Chase Bank,

N.A, (as successor to Chemical Bank), as Trustee (filed as Exhibit 4.100.11 to the Company's Annual Report on Form 10-K for the year
ended December 31, 1996 (the "1996 10-K")).,

Eighth Supplemental hldenture to the August 1991 Indenture, dated as of December 1, 1996, between the Company and JPMorgan Chase
Bank, N.A. (as successor to Chemical Bank), as Trustee (filed as Exhibit 4.100.12 to the 1996 10-K).*
Setdor Indenture, dated as of May 23, 2001, between the Company and JPiv organ Chase Bank, N.A. (as successor to The Chase Marthatta
Bank), as Trustee the "May 2001 lndenture")(filedasExhibit4.1 totheComoanv'sCutren RenortnnPnrm._.k"rlo,t,_.rd 9a ona _n
K(tle"May24, 2001 8-K"))., . _ ,-- - .................... ay ....... -

First Supplemental Indenture to the May 2001 Indenture, dated as of May 23,2001, between the Company and JPMorgan Chase Bank,
N.A. (filed as Exhibit 4.2 to the May 24 2001 8-K).*

Form of Sen or Note due 2011 (flied as Exhibit 4.4 to the May 24, 2001 8-K).,
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I tain 11. Executive Compensation

The infomiation required by this Item is incorporated by reference from our definitive proxy statenient for the 2011 Annual Meeting of Stockholders to be
tiled with the SEC pursuant to Regulation 14A within 120 days atter December 31, 2010.

Item 12. Security Ownership of Certain Beneficial Oivners and igianagement and Related Stockholder glatters

The information required by this Item is incorporated by reference from our detinitive proxy statmnent for the 2011 Annual Ivleeting of Stockholders to be
tiled with the SEC pursuant to Regulation 14A within 120 days afler December 31, 2010.

Iteni 13. Certain Relationships and Related Transactions, and Director Independence

The int'ormation required by this Item is incorporated by retercnce fmm our detlnitive proxy statement for the 2011 Annual lviceting of Stockholders to be
tiled with the SEC pursuant to Regulation 14A within 120 days atter December 31, 2010.

Iten& 14 Principal Accountant Fees and Services

Tbe information required by this Item is incorporated by retcrence from our dctinitive proxy statement for the 201 I Annual Meeting of Stockholders to be
tiled with the SEC pursuant to Regulation 14A within 120 days afler December 31, 2010.

PART IV

item IS. Exhiblb and Financial Statement Schedules

List of Documents Piled as a Part of This Report:

(I) Index to Consolidated Financial Statements:

Reports of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of December 31,2010 and 2009

Consolidated Statements of Operations for the years ended
December 31,2010, 2009 and 2008

Consolidated Statements of Equity for the years ended
December 31,2010, 2009 snd 2008

Consolidated Statements of Comprehensive Income for the years ended
December 31,2010, 2009 and 2008

Consolidated Statements ofCash Flows for the years ended
Decmnber 31, 2010, 2009 and 2008

Notes to Consolidated Financial Statements

AB other schedules have been omitted because the required information is included in the consolidated financial statements or the notes thereto, or is not
applicable or not required.

FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES

Item I1. Executive Compensafion

The information required by this Item is incorporated by reference from our definitive proxy statement for the 2011 Annual Meeting of Stockholders to be

filed with the SEC pursuant to Regulation 14A within 120 days after December 3 I, 2010.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item is incorporated by reference from our definitive proxy statement for the 2011 Annual Meeting of Stockholders to be

filed with tile SEC pursuant to Regulation 14A within 120 days after December 31, 2010.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this Item is incorporated by reference from our definitive proxy statement for the 2011 Annual Meeting of Stockholders to be

filed with the SEC pursuant to Regulation 14A within I20 days after December 31, 2010.

Item 14. Principal Accountant Fees and Services

T e informa on required by this Item is incorporated by reference from our definitive proxy statement for the 2011 Annual Meeting of Stockholders to be

filed with the SEC pursuant to Regulation 14A within 120 days after December 31, 2010.

PART IV

Item 15.

(I)

Exhibits and Financial Statement Schedules

List of Documents Filed as a part of This Report:

Index to Consolidated Financial Statements:

Reports of Independent Registered Public Accounting Firm

Consolidated Balance Sheets as of Decel_aber 31, 20 I0 and 2009

Consolidated Statements of Operations for the years euded
December 3 I, 2010, 2009 and 2008

Consolidated Statements of Equity for the years ended
December 3 [, 2010, 2009 and 2008

Consolidated Statements of Comprehensive Income for the years ended

December 31, 2010, 2009 and 2008

Consolidated Statements of Cash Flows for the years ended

December 31, 2010, 2009 and 2008

Notes to Consolidated Financial Statements

All other schedules have been omitted because the required information is included in the consolidated financial statements or the notes thereto, or is not

applicable or not required.
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Item 8. Pinaoclal Statemeats and Supplementary Data

The fogoiving documents are tiled as part ot'this Report;

I. Financial Statements - Sec Index on page F-l.

2. Supplementary Data - Quarterly Financial Data is included in the Financial Statements (see I. above).

Item 9. Changes fn and Disagreements with Accountants on Accounting arid Financial Disdosure

None.

Item 9A. Controls and Procedures

(i) Evaluation of Disclosure Controls and Procedures
iye carried out an evaluation, under the supervision and with the participation ot'our managenient, including our principal executive officer and
principal tinancial otyicer, regarding the etYectiveness of our disclosure coiitrols and procedures (as defined in Rules 13a-IS(e) and Idd —IS(c) under the
Securities Exchange Act of 1934, as ainended), Based upon this evaluation, our principnl executive officer and principal financial officer concluded, as
of the cnd of the period covered by this report, December 31, 2010, that our disclosure controls and procedures were etfective.

(ii) Internal Control Over Finnncial Reporting
(a) Ivianagement's annual report on internal control over finmicial reporting

Our management report on internal control aver financial reporting appears on page F-2.
(b) Report of registered public accounting tirm

The report of KPMG LLP, our independent registered public accounting firm, on

internal

control over tinancial reporting appears on page P-4.
(c) Changes in internal control over tinancial reporting

IVe reviewed our intcmal control over tinancial reporting st December 31, 2010. As a result of the Transaction, we have begun to integrate certain
basiness processes and systems of the Acquired Business. Accordingly, certain changes have been made and will continue to be made to our internal
controls over financial reporting until such time as this integration is complete. In reliance on interpretive guidance issued by the SEC staff,
iiianagement has chosen tti exclude disclosure of changes in internal control over financial reporting related to the Acquired Business, and will include. its assassihent of intcmal control over financial reporting for the Acquired Business in our Annual Report on Form 10-K for our fiscal year ending
December 31, 20 19.

There have been no other changes in our internal control over tinancial reporting identified in an evaluation thereof that occurred during the last fiscal
quarter of 2010 that materially affected, or is reasonably likely to materinlly affect, our internal control over financial reporting.

Itcni 9B. Other Inforniatlon

None.
PART HI

Item lb. Directors, Executive Ofilcers snd Corporate Goverriance

The information required by this Item is incorporated by reference from our definitive proxy statement for the 2011 Annual Meeting of Stockholders to be
filed with the SEC pursuant to Regulation 14A within 120 days affer December 31, 2010. See "Executive Officers of the Registrant*' in Part I of this Report
t'o Rowing Item 4 for int'ormation relating to executive officers.

FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES

llem8. Financial Statements and Supplementary Data

The following documents are filed as part of this Report:

I. Financial Statements - See Index on page F-l.

2; Supp_ementaryData-Q_arter_yFinaneia_Dataisin_hldedintheFinan_ia_Statements(se_ __ab_ve).

Item 9. Changes in and Disagreements wfih Accountants on Accounting and Financial Disclosure

None.

Item 9A, Controls and Procedures

(i) Evaluation of Disclosure Controls and Procedures

We carried out an evaluation, under the supervision and with tile participation of our management, including our principal executive officer and

principal financial officer, regarding tile effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) tinder the
Securities Exchange Act of 1934, as amended). Based npon this evaluation, our principal executive officer and principal financial officer concluded, as
of the end of the period covered by this report, December 3 I, 2010, that our disclosure controls and procedures were effective.

(it) Internal Control Over Financial Reporting

(a) Management's annual report on internal control over financial reporting
Our management report on internal control over financial reporting appears on page F-2.
(b) Report of registered public accounting firm

The report of KPMO LLP, our independent registered public accounting firm, on internal control over financial reporting appears on page F-4.
(c) Changes in internal control over financiaI reporting

We reviewed our internal control over finahcia[ reporting at December 31, 2010. As a result of the Transaction, we have begun to integrate certain
business processes and systems of the Acquired Business. Accordingly, certain changes have been made and will continue to be made to our internal

controls ov_r financial reporting until such time as this in egra on is complete. In reliance on n erpre vo guidance issued by the SEC stag
_,.,:_ managemeq as chosen It) exclnde disclosure of changes in internal control over financial reporting related to the Acquired Business, and will include

- [ts'assessrhent of nternal i:ontrol over. financial reporting for the Acquired Business in our Annual Report on Form 10-K for our fiscal year endingDecember 31, 20 PE

There have been no other changes in our internal control over financial reporting identified in an evaluation thereof that occurred durlng the last fiscal
quarter of 2010 that materially affected, or i_ reasonably likely to materially affect, our intema! control over financial reporting.

Item 9B. Other Information

None.

PART IIl

Item 40. Directors, Executive Officers and Corporate Governance

The information required by this Item is incorporated by reference from our definitive proxy statement for the 20 l l Annual Meeting of Stockholders to be

filed wfih fi_e SEC pursnant to Regulation l4A within l20 days a_er December 31, 2010. See'ExeculveOfficersoftleReg'srant nPart ofhsReport
following Item 4 for information relating to executive officers.
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Item 7A. Quantitative and Quafltative Disclosures about ihiarket Risk

Dtsctnsnre ofprimary market risks arrd kow ikey are titairaged
Ive are cxposcd to market risk in thc normal course of our business operations duc to ongoing investing and funding activities, including tfiose associated with
our pension assets. Market risk refers to the potential change in fair value of a tinancial instmment as a result of fluctuations in interest rates and equity prices.
IVe do not hold or issue derivative instruments, derivative commodity instniments or other financial instniments for trading purposes. As a result, we do not
undertake any speci tie actions to cover our exposure to market risks, and we are not party to any market risk management agn:ements other than in the normal
course of business. Our primary market risk exposures are interest rate risk and equity price risk as follows:

Interest Rate Exposure

Our exposure to market risk for changes in interest rates relates primarily to the interest-bearing portion of our investment portfolio. Our long-term debt as of
December 31, 2010 was approximately 97% tixed mte debt with minimal exposure to interest rate changes. Ive had no interest rate swap agreements related
to our tixed rate debt in effect at December 31, 2010 and 2009.

Our objectives in managing our interest rate risk are to liniit the impact of interest rate changes an

earnings

and cash tlows and to lower our overall borrowing
costs. To achieve these objectives, afl but $275.3 million of our outstanding borrowings at December 31, 2010 have tixed interest rates. In addition, our
undrawn $750.0 million revolving credit facility has interest rates that tloat with LABOR, as defined. Consequently, we have limited material future earnings
or casit tlow exposures fram changes in interest rates on our long-term debt. An adverse change in interest rates would increase the amount that we pay on
our variable obligations and could result in fluctuations in the fair value of our fixed rate obligations. Based upon our overall interest rate exposure at
Decmnber 31, 2010, a near-term change in interest rates would not materially affect our consolidated financial position, results of operations or cash flows.

Sensttii I ty nnatysts ofInterest rate exposure
At Deceinber 31, 2010, the fair value of our lang-term debt was estimated to be approximately $8.4 billion, based on our overall weighted average borrowing
rate of 8.04% and our ovcrafl weighted average maturity of approximately 10 years, As of December 31, 2010, the weighted average maturity applicable to
our obligations has been reduced from the weighted average maturity as of December 31,2009 by approximately 2.0 years due to the S3.45 billion of debt that
was assumed by Prontier upon consummation of the Transaction.

Equity Price Exposure

Our exposure to market risks for clmnges in security prices as of December 31, 2010 is limited to our pension assets. Ive have no other security investments
of any material amount.

During 2008 mid 2009, the diminished availability of credit and liquidity in thc United States and throughout the global financial system resulted in
substantial volatility in financial markets and tbe banking system. These and other economic events have had an adverse impact on investment portfo lies.

The decline in the value of our pension plan assets during 2008 resulted in an increase in our pension expense in 2009 and 2010. The Company's pension
plan assets have increased from $608.6 miflion at December 31, 2009 to $1,290.3 million at December 31, 2010, an increase of $681.7 million, or 112ee. This
increase is a result of asset transfers from the Verizon pension plan trusts of $581.3 million, including approximately $142.5 million that represents a
receivable of the Plan as of December 31, 2010, less ongoing benefit payments of S67.3 million, offset by $154.6 million of positive investment returns and
cash contributions of$13.1 million during 2010. We expect that we will make cash contributions to our pension plan of approximately $50 milflon in 20!I.

47

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

D _elosure o rimary marker sks a_ d 1 o v they are a aged
• : fP] - v , ' t. i _ho ,,n,-,,_l ,-nurse of our business ooerations due to ongobtg investing and fimding activities, including those associated with
we are exposea to mar_e, rss_ ,._ ........... . . . . . , •
our pension asses Market r sk refers to the potential change n lair value of a inane a ntstn me t as a resu t of fluctuations in interest rates and eqtuty prtces,
We do not hold or issue derivative instruments, derivative caromed ty nstmments or other financlaI instruments for trading purposes. As a resul, we do no

dertake any spee ie actions to cover our exposure to market risks and we are not party to any market risk ntanagement agreements other than in the normal
course of business. Our primary market r sk exposures are in erest rate risk and equity price risk as follows:

Interest Rate Exposure

Our exposure to market risk for changes in interest rates relates primarily to the interest-bearing portion of our investment portfolio, Our long-term debt as of
December 3 I, 2010 was approximately 97% fixed rate debt with minimal exposure to interest rate changes, We had no interest rate swap agreements related

to our fixed rate debt in effect at December 31, 20 I0 and 2009.

Our objectives in managing our brterest rate risk are to limit the impact of interest rate changes on earnings and cash flows and to lower our overall borrowing
costs, To ac eve these objectives all but $275.3 million of olr outstanding borrowings at December 31, 20 0 have fixed interest rates. In addition, our
ndrawnS7500m on revolving cred fac ityhas neres raesthatfloatw hLIBOR asdefined, Consequenfiy, wehave_imi tedmateriaIf_atureearnings

or cas flow ex osures from c anges in interest raes on o _r long-term debt. An adverse change in interest rates would increase the amount that we pay on
o r v riab e o_l_iga ons and eou d result n fluetua ons ill the far va ue of our fixed rae ob ga arts. Based upon our overall interest rate exposure at
December 3 I, 2010, a near-term change in interest rates wou d not ma eriaIly affec our consolidated financial post ion, results of operations or cash flows.

Sensitivity analysis of interest rate exposure

At December 31 2010, the fa r value of our long-term debt was estimated to be approx mae y $8.4 bi o , based on our overatl weighted average borrowing
rae of 8 04'A and our overafi weighted average maturity of approximately 10 years_ As of December 3 , 2010 the weighted average maturity applicable to

our obligations has been reduced from tbe weighted average maturity as of December 31, 2009 by approximately 2.0 years due to the $3.45 billion of debt that

was assumed by Frontier upotl consununation of tile Transaction,

Equity Price Exposure

Our exposure to market risks for changes in security prices as of December 31, 2010 is limited to our pension assets. We have no other security investments

of any material amount.

Durin 2008 a d 2009, the dbninished availability of credit and liquidity in the United States and hroughout the global financial system resulted in

subst_gntial volatility in financial markets and the banking system. These and other economic events have had an adverse impact on investment portfolios.

• lr ension an asses durin 2008 resu ted n an increase in our pens on expense in 2009 and 2010. The Company's pension
The dechne m the valueofot p .... _P...: .... n_-_g- _ 1 2009 o $I 290 3 million at December 31, 2010, an crease of S6gI.7 million or 112%, Tins
plan assets nave lncreaseo item 3ouo.u lla ull a _....._x_, _ _ _ • . . . . .

increase is a resu t of asset transfers from the Verizon l_ension plan trusts of $58[.3 mrihon, including approximately SI42.5 mdhon that represents a
receivable of the F an as of December 3 , 20 0, ess ongo ng benefit payments of 867 3 m on offset by S 54 6 million of positive investment returns and

cash contributions of $13.I million during 2010. We expect that we will make cash con ribut ons to our pens on plan of approximately $50 million n 2011.
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bi(crest Erpetise
Interest expense for 2010 increased $143.6 ntillion, or 38%, (o $521.8 million, as compared with 2009, primarily due to higher average debt levels in 2010.
Interest expense for 2010 included $143.2 inillion associated with the assmned &lebt from the Transaction. Our composite average borrowing rate as of
Dcceinber 31,2010 and 2009 was 8.04% and 7.85%, respectively.

Interest expense for 2009 increased $15.6 million, or 4%, to $378.2 million as compared with 2008, primarily due to higher average debt levels and interest
rates in 2009. Onr composite average borrowing rate as of December 31, 2009 as compared with tlw prior year was 31 basis paints higher, increasing froin
7.54% to 7.85%.

Our average debt outstanding was $6,950,9 million, $4,867.2 million and $4,753.0 inillion for 2010, 2009 and 2008, respectively. Our debt levels have risen
due to tbe $3,450.0 million of debt that was assuined by Frontier upon consummation of the Transaction.

lncanre Far Erpense
Inconte tax expense for 2010 increased $45! million, or 64%, to $1150 millioii as coinpared with 2009, priinarily due to higher taxable income as a result of
the Acquired Business.

The effectiv tax rate for 2010 was 42.5% as coinpared with 36.2% for 2009 and 36.6% f'o r 2008. In the third quarter of 2010, Frontier wrote-off certain
deferred tax assets of approximately S I I 3 million related to Merger tmnsaction costs cvhich were not tax deductible. Prior to the closing of the tvlerger, these
costs were deemed to be tax deductible as the Transaction had not yet been successfitlly completed. These costs were incurred to facilitate the Merger and
once thc Merger closed, these costs must be capitalized For tax purposes. The results for 2010 also include the impact of a $4. 1 million charge resulting from
heahh care reform legislation associated with the passage of the Patient Protection and Affordable Care Act and of the Health Care and Education
Reconciliation Act of 2010 (the Acts), partially otfset by a release of $0.9 million in the reserve related to uncertain tax positions and the permanent difference
on a split-dollar life insurance policy settlement for $1.6 million. Thc health care reform legislation enacted in March 2010 under the Acts has eliininated the
tax deduction for the subsidy that tbe Coinpany receives under Medicare Part D for prescription dnig costs.

The amount of our uncertain tax positions expected to reverse during the next twelve months and which would atfect our effective tax rate is $23.2 million as
of December 31, 2010,

IVc paid $19.9 million in cash taxes during 2010, as coinpared to $59,7 million and $78.9 million in cash taxes paid in 2009 and 2008, respectively. IVe
expect that our cash taxes for 2011 will be approximately $50 million to $75 million, which includes the impact oF bonus depreciation in accordance with the
Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010.

Income tax expense for 2009 decreased $36.6 million, or 34%, to $69.9 million as compared with 2008, primarily due to lower taxable income arising from
lower operating income, lower investment income and loss on debt repurchases. The second quarter of 2008 included a reduction in income tax expense of
S7.5 inillion that resulted frotn the expiration of certain statute of limitations on April 15, 2008.

ReRinds of approximately $56.2 million were applied for in the Company's 2008 tax returns and received in 2010. The refunds resulted from a tax methods
change applied for during the third quarter of 2009. Refunds are recorded on our balance sheet at December 31, 2009 in cturent assets within Income taxes
and other current assets.

iVeS incoine attributable to corrrirron sbareftolders ofFrontier
Net income attributable to common shareholders of Frontier for 2010 was $152.7 million, or $0.23 per share, as compared to $120.8 million, or $0.38 per
share, in 2009 and $182 7 million, or $0 57 per share, in 2008. 11ie increase in 2010 net income is primarily the result of incremental operating income from
the Acquired Business, partially offset by increased interest expense and income tax expense. The change in basic and diluted net income per share was
primarily due to the increase in weighted average shares outstanding as a result of the issuance of 678.5 million shares in connection with our acquisition of
the Acquired Business.

FRONTIERCOMMUNICATIONSCORPORATION AND SUBSIDIARIES

hlterest Erpense

Interest expense for 2010 increased $143.6 million, or 38%, to $521.8 million, as compared with 2009, primarily due to higher average debt levels in 2010.

Interest expense tbr 2010 included $143.2 million associated with the assumed debt from the Transaction. Our composite average borrowing rate as of
December 31,2010 and 2009 was 8.04% and 7.85%, respectively.

Interest expense for 2009 increased $15.6 million, or 4%, to $378.2 million as compared with 2008, primarily due to higher average debt levels and interest

rates in 2009. Onr composite average borrowing rate as of December 31, 2009 as compared with the prior year was 31 basis points higher, increasing from7.54% to 7.85%.

Our average debt outstanding was $6,950.9 million, S4,867.2 million and $4,753.0 million for 2010, 2009 and 2008, respectively. Our debt levels have risen
due to the $3,450.0 million of debt fuat was assumed by Frontier upon consummation of the Transaction.

htcome T_r Erpet_re

fucome tax expense for 2010 increased $45.1 million, or 64%, to $115.0 million as compared with 2009, primarily due to higher taxable income as a result of
the Acquired Business.

"Urn effective tax rate for 2010 was 42.5% as compared with 36.2% for 2009 and 36.6% for 2008. In the third quarter of 2010, Frontier wrote-off certain

deferred tax assets of approximately $ I 1.3 million related to Merger transaction costs which were not tax deductible. Prior to the closing of the Ix'terger, these
costs were deemed to be tax deductible as the Transae on had not ye been successfully completed T ese costs were incurred to facilitate the Merger and
once the Merger closed these costs m:lst be cap a zeal for ax purposes The ms s for 20 0 also include the impact of a $4.1 mill on charge resulting from
health care reform legislation associated with the passage of the Patient Protee on and Affordable Care Act and of he Health Care and Education

Reconciliation Act of 2010 (tl e Acts), partially offse by a release of S0.9 m on n the reserve related to uncertain tax positions and the permanent difference
on a split-dollar life insurance policy settlement for $ .6 million. The hen care reform eg s a ion enacted in March 2010 under the Acts has eliminated the
tax deduct on for the subsidy that the Company receives under Medicare Part D for prescription drug costs.

The amount of our uncertain tax positions expected to reverse during the next twelve months and which would affect our effective tax rate is $23.2 million as
of December 31, 20 i0.

We paid $19.9 million in cash taxes during 2010 as compared to $59 7 n on and $78.9 million in cash taxes paid in 2009 and 2008, respectively. We
expect that our cash taxes for 2011 will be approximately $50 million o $75 m on which includes the impact of bonus depreciation in accordance with the
Tax Relief, Unemployment Insurance Reau horization, and Job Creat on Act of 2010.

Income tax expense for 2009 decreased $36.6 million or 34%, o $69.9 m on as compared with 2008, primafi y due o lower taxable income arising from
ower operating I leome, ower investment income and loss on debt repurchases. The second quarter of 2008 included a reduction in income tax expense of

$7.5 million that resuhed from the expiration of certain statute of Iimitations on April i5, 2008.

Refunds ofapproximately S56.2 million were applied fur n he Company's 2008 tax returns and received in 2Olo Th_rpfim,t It rl_ , " --

change apphed for during the third quarter of 2009 Refunds are recorded on o r ba anee sheet at Decemher3f-';nA/_'LT;ff_-'2s_su'_ e_ _roma,ax me!no,_s
and other current assets. ' . ..... .. _...*_._* asse_s Wlttnn income taxes

Net income attributable to common shareholders of Frontier

Net income attributable to common shareholders of Frontier for 2010 was $152.7 million, or $0.23 per share, as compared to $120.8 million, or $0.38 per
share, in 2009 and S182.7 million, or $0.57 per share, in 2008. The increase in 2010 net income is primarily the result of incremental operating income from
tile Acquired Business, partially offset by increased n crest expense and neome ax expense. The change in basic and diluted net Income per share was
primarily due to fue itlcrease in weighted average shares outstanding as a resu t of the issuance of 678.5 million s ares in connection with our acquisition ofthe Acquired Business.
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Dcpreciaiicn and amortization expense t'or 2009 decreased S85.4 niiflion, or 15%, to $476.4 million as compared to 2008. The decrease is primarily due to
reduced amortization expense, as discussed below, and a declining net asset base, partially offset by changes in the remaining useful lives of certain assets.

Amonization expense for 2009 is comprised of $57.9 million for amortizatian associated with certain Frontier legacy properties, which were fiifly amortized
in bine 2009, and $56.3 million for intangible assets (customer base and trade name) that were acquired in the acquisitions of Commonwealth Telephone
Enterprises, Inc., Global Yafley Networks, Inc. and GVN Services. Amortization expense t'or certain other Frontier legacy properties was $126.4 million for
2008.

ACQUISITIOiV AND INTBO RATIO I COSTS
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Amount

Acquisition and integration costs represent expenses incurred to close tbc Transaction (legal, tinancial advisory, accounting, regulatory and other related
costs) and integrate Ihe network and information technology platforms by closing (Phase I). The Company incurred operating expenses, including deal costs,
of approximately $135.6 million and capital expenditures of approximately $90.6 million in 2010 related to these integration initiatives in Phase I. The
Company continues to engage in activities to enable the Company to implement its "go to market" strategy in its new markets and to complete the conversions
of all the remaining systems into one platform (Phase 2). The Company incurred operating expenses and capital expenditures of $1.5 million and $6.4
mr'flion, respectively, in 2010 related to the commencement of these Phase 2 initiatives.

The Company currently expects to incur operating expenses and capital expenditures of approximately $90 million and $60 million, respectively, in 2011
related to these Phase 2 initiatives.

hV)/ESTrTIENT INCOAIE/OTHER liVCOiglE (LOSS), V ET / liVTEREST EXPEiiSE /
liVCOiTIE TAX EXPENSE

2010 2009 2008

(5 /li /Ilonrniii/3)
Amount

Investment income 5 6,848
Other income (loss), net $13,690
Interest expense S521,820
Income tax expense $114,999

5 Increase
~Decrease
5 563
$54,817
5 t43,606
$45,071

% increase S Increase % Increase
~Decrease Amount ~Decrease ~Decrease Amount

9% 5 6,285 8 (9,833) (61%) 5 16,118
133% $(41,127) 8 (35,957) NM 5 (5,170)
38% $378,214 5 15,580 4% $362,634
64% 5 69,928 8 (36,568) (34%) $106,496

/aves/inenr /ncoaie
Investment income for 2010 improved $0 6 million to $6 8 million, as compared with 2009, primarily due to a $3 0 ntiflion gain associated with cash received
during 2010 on our previously written-off investment in Adelphia, partially offset by a decrease of $1.8 million in income from short-term investments of cash
and cash equivalents, due to lower short-term investment rates, and a decrease of $0.6 million in equity earnings.

investment income for 2009 declined $9.8 miflion, or 61%, to $6.3 million us compared with 2008 primarily due to reduced equity earnings of $4.2 million
and a decrease of $5.6 million in income from short-term investments of cash and cash equivalents, as higher cash balances ivere more than olfset by
significantly lower short-term investment rates.

Our average cash balances were $304 7 million, $3180 million and $177 5 million for 2010, 2009 and 2008, respectively.

0//rer /ncome (f,oss), ner
Other income (loss}, net for 2010 improved $54.8 million to $13.7 mifllon as compared with 2009, primarily due to the loss on early retirement of debt of
S45.9 million recognized in 2009. 2010 reflects a $4.5 million gain an a life insurance policy settlement and an increase of $2.2 million in settlement of
customer advances.

Other income (loss), net for 2009 declined $36.0 million to $(41.1) million as compared with 2008, primarily due to premiums paid an the early retirement of
debt of$45 9 million in 2009, partiafly offset by increased litigation settlement proceeds of$38 million.
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, - • ._,,_r 913n0 decreased $85 4 n on, or 15%, to $476 4 mitlio as compared o 2008. The decrease is primarily due to
Deprec atton anu amomza.ton expe .............. ' . •
reduced amortization expense, as discussed be ow, and a declining net asset base, parhally offset by c ranges m the remaining useful hves of certain assets.

rtlzatlon exense for 2009 is co nprised of $57 9 m on for amortization associated with terra n Frontier egaey propert es, which were (idly amortized
(kmo " ' ' P ..................... h._,_ and trade name'_ hat were acre red in the acquisitions of Commonwealth Telephone

e 2009 and 55o ._ mUllOn [or n aug o_e asse o _,_uo _,._ ..... . -
L'nn_n_rises, Inc., Globat Valley Networks, Inc. and OVN Services. Amortizat on expense for certain o her Fron ¢r iegncy propert es was $126.4 mdhon for

2008.

ACQUISITION AND INTEGRATION COSTS
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million, respectively, in 2010 related to the commencement of these Phase 2 initiatives.

The Company currently expects 1o incur operating expenses and capital expenditures of approximately $90 million and $60 million, respectively, in 2011

related to these Phase 2 initiatives.

INVESTMENT INCOME/OTHER INCOblE (LOSS), NET / INTEREST EXPENSE /
INCOME TAX EXPENSE

2010 2009 2008

(S i_ thotlsa_td$) $ Increase % Increase $ Increase % Increase
Amount _ _ Amount _ _ Amount

Investment income S 6,848 $ 563 9% $ 6,285 $ (9,833) (61%) S 16,118

Other income (loss), net $ 13,690 $ 54,817 133% S(41,127)$ (35,957) NM $ (5,170)
lnterestexpense S521,820 $ 143,606 38% $378,214 $ 15,580 4% $362,634
Income tax expense $114,999 $ 45,071 64% $ 69,928 $ (36,568) (34%) $106,496

Investment htcome ..... n ¢n _ ..,;|1i,.,, t,, _t_ _ ,.., on as comnared w th 2009 primarily due to a $3 0 million gain assoc aed with cash received
Investment ncome mr ZVlU improve_ _ ..................... , r
during 2010 on our previously written-off investment in Adelpbia, partially offset by a decrease of $1.8 million in income from short-term investments of cash

and cash equivalents, due to lower short-term investment rates, and a decrease of 50.6 million in equity earnings.

Investment income for 2009 declined $9.8 million, or 61%, to $6.3 million as compared with 2008 primarily due to reduced equity earnings of $4.2 million
and a decrease of $5.6 million in income from short-term investments of cash and cash equivalents, as higher cash balances were more than offset by

significantly lower short-term investment rates.

Our average cash balances were $304.7 million, $318.0 million and $177.5 million for 2010, 2009 and 2008, respectively.

Otter lncot te (Loss) net
th r income loss net for 2010 mproved S54 8 m on o $13.7 million as compared w h 2009, primari y due to the loss on early retirement of debt of

O$45e9 million recognized() in 2009. 2010 reflects a $4.5 mdhon'...... gain on a fe insurance pohey settlement and an increase of $2.2 mi 'on in settlement of

customer advances.

Other ncotne (loss) net for 2009 dec ined $36.0 gni ion o $(41.1) million as compared with 2008, primarily due to premiums paid on the early retirement of

debt of $45.9 million in 2009, part a ly offset by nereased litiga ion settlement proceeds of $3.8 m on.
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ln connection with the completion of the hlcrger on July I, 2010, certain employees were transferred from vatious Verizon pension pbms into 12 pension
plans that were then merged with the Prontier Communications Pension Plan (the Plan) effective August 3(, 2010. Assets of $581.3 million, includiog
approximateiy $142 5 million that represents a receivable of the Plan as of December 31,2010, were transfeimd into the Plan during the second half of 2010,
with the receivable to be settled by the transfer of assets by tbe end of the third quarter of 2011.

Tbc Company's pension plan assets have increased from $608.6 million at Deceniber 31, 2009 to $1.,290.3 million at December 3(, 2010, an increase of
$681.7 million, or 112%.This increase is a result of asset tmnsfers front the Verizon pension plan tnists of $581.3 million, as described above, less ongoing
benetit payments of $67.3 million, otyset by $154.6 rnigion of positive investment returns mtd cash contributions of $13.1 million during 2010.

Based on current assumptions and plan asset vahies, we estimate that our 2011 pension and other postretiremcnt benefit expenses (which were S68,4 million
in 2010 before amounts capitalized into the cost of capital expenditures) xvig be approximately $70 million to $80 million for Frontier before amounts
capitalized into the cost of capital expenditures, including the plan expenses of the Acquired Business for 2011. No contributions were made to Frontier's
pension plan during 2008 or 2009. Iye expect that we will make cash contributions to our pension plan of approximately $50 miHion in 2011.

ztlJ oilier operating ezperises
AB other operating expenses for 2010 increased $434.2 million, or 116%, to $807.4 million, as compared with 2009. All other operating expenses for 2010
increased $459.8 million as a restdt of the Acquired Business. All other operating expenses for our Frontier legacy operations decreased $25,5 million, or 7%,
to $347.6 million, as compared with 2009, priraarily due to $29.2 million in corporate costs allocated to the Acquired Business, partially offset by higher USF
surcbarges, higher electricity and fuel costs, and higher travel costs incurred in connection with the Acquired Business.

All other operating expenses for 2009 decreased $38 3 million, or 9%, to $373 2 million as compared to 2008, due to reduced costs for outside contractors and
other vendors, as well as lower fuel, travel nnd USF surcbarges, partially offset by slightly higher marketing expenses,

DEPRECIATION AND AhlORTI EAT IOII EXPENSE
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5 379,490

182,311

5 561,801

* Represerus amortization expense primoriiy reloied to the eristoiner hose ncqitired in the Trnnsuctiom

Depreciation and amortization expense for 2010 increased $417.3 million, or 88%, to $893.7 million, as compared with 2009. Depreciation and amortization
expense for 2010 increased $495.0 ntillion as a result of the Acquired Business, Depreciation and amortization expense for our Frontier legacy operations
decreased $77.5 million, or 16%, to $398.9 million, as compared with 2009, primarily due to reduced amortization expense, as discussed below, and a
declining net asset base, partially offset by changes in the remaining uselid lives of certain assets. 'IVe aonually commission an independent shidy to uptlate
the estimated remaining useful lives of our plant assets. (Ve revised our useful lives for Frontier legacy plant assets, and the plant assets of the Acquired
Business, based an the study etYective October I, 2010. Tire ucomPosite dePreciation rate" for our Plant assets is 7.6'/c as a result of the study. We anliciPate
depreciation expense of approximately $820 million to $840 million and amortization expense of approximately $510 million for 2011 for Frontier, including
the Acquired Business.

Amortization expense for 2010 included $237.8 million for intangible assets (primarily customer base) Ibat were acquired in Ihe Tmnsaction based on an
estimated fair value of $2.5 billion and an estimated useful life of nine years for the residential customer list and 12 years for the business customer list,
amortized an an accelerated method.
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In connection with tile completion of fue Merger on July 1, 2010, certain employees were iransfurred from vaiious Verizon pension plans into 12 pension
plans that were then merged wifu the Frontier Communications Pension Plan (the Plan) effective August 31, 2010, Assets of $581.3 million, including
approximately $142.5 million that represents a rece vab e of fue Plan as ofDecen ber 31 20 0 were transferred into the Plan during the second half of 2010,
with the receivable o be settled by be ransfer of asses by t le end oft let 1 rd quarter of 2011.

Tile Company's pension plan assets have increased from 5608.6 mil on at Decca bet 3 2009 o $ ,290 3 million a December 31 2010 an increase of
$681.7 mdlion, or 112%. Tbis increase is a result of asset transfers from tile Verizon pension elan rt s s of $58 3 n on as d,.s,-,-ih_,_ -_,-_', .........

boner t pay nents of $67.3 m lfo , offse by $154.6 ml hen of posi ive "nvest nent returns a d c'ash con rfuu lens of $ 3. in' on_du'r'ng_20'lO: ...... e,_ -g

Based on current assumptions and plan asset values, we estimate that our 2011 pension and other postretirement benefit expenses (which were $68,4 ndllion

in 2010 before amounts capitalized into the cost of capital expend t re.s) w be approx mae y $70 million to $80 million for Frontier before amoun!s
capitalized into fue cost of capital expenditures, inelud g _.e p an expenses of tile Acquired Business for 2011. No co=',tributions were made to Frontier s

pension plan during 2008 or 2009. We expect that we wiU make cash contributions to our pension plan of approximately $50 million in 2011.

All other operathtg e.vpenses

All other operating expenses for 2010 inereas'ed $434.2 million, or 116%, to $807.4 million, as compared with 2009. All other operating expenses for 2010
increased $459.8 million as a result of the Acquired Business All other operating expenses for o Ir Frontier legacy operations decreased $25,5 million or 7%
to $347 6 m on, as compared with 2009, primar y due to $29.2 million in corporate costs alloca edo be Acquired Bus hess, partially offset by higher USF
surcbarges, bigher electricity and fuel costs, and higber travel costs incurred in connection with the Acquired Business.

All other operating expenses for 2009 decreased $38.3 million, or 9%, to $373.2 million as compared to 2008, due to reduced costs for outside contractors and
other vendors, as well as lower fuel, travel and USF surcharges, partially offset by slightly higher marketing expenses,

DEPRECIATION AND AMORTIZATION EXF ENSE
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_,R • .
epreset ts amortization expe tse primarily related to the ettstomer base aeqtdred in the Transaction.

Depreciation and amortization expense for 2010 increased $417.3 million, or 88%, to $893.7 million, as compared with 2009. Depreciation and amortization
expense for 2010 increased $495.0 million as a result of fue Acquired Business Depree a on and amortization expense for our Frontier le ac_ o era ons

decreased $77,5 million, or 6%, to $398.9 m on, as compared with 2009, primarily due to reduced amortization expense, as discuss_ g _Yelo_, and a

declining net asset base, partially offset by changes in the remaining usefilI lives of certain assets. We annually commission an independent study to update
the estimated remaining useful lives of our plant assets. We revised our useful lives for Frontier legacy plant assets, and the plant assets of the Acquired
Business, based on the study et3"ective October 1,2010" " "rhe "c°mp°site depreciati°n ra e" f°r our Nant assets is 7 6°:ae • /o _......, l_atlltl" ot"'Ltue stutty._ ......we amlclpate
depreciation expense of approximately $820 million to $840 million and amortization expense of approximately $510 million for 20 l 1 for Frontier, including
the Acquired Business.

Amortization expense for 2010 included $237.8 million for intangible assets (primarily customer base) fuat were acquired in fue Transaction based on an

estimated fair vahle of $2.5 billion and an estimated useful life of nine years for the residential customer list and 12 years for the business customer list,
amortized on an accelerated method.
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Directory services revenue for 2009 decreased $6.3 million, or 6%, to $107.1 million as compared with 2008, primarily due to lower revenues trom ycflow
pages local advertising.

Odier
Other revenue for 2010 increased $98.9 million, or 152%, to $164.1 million, as compared with 2009. Other revenue for 2010 increased $84.6 million as a
result of the Acquired Business, Other revenue for our Frontier legacy operations increased $14.3 million, or 22%, as compared ivith 2009, primarily due to
reduced DISH video r:redits md lower bad debt expenses that are charged against revenue, partiafly ofFset by decreases in "bill and collectu fee revemie.

Other revemie for 2009 decreased $17.2 million, or 21%, to $65.2 miflion as compared with 2008, primarily due ta video promotional discounts of
approximately $13.6 million.

OPERrkTING EXPEiiSES

2010 2009 2008

(8 lrr rhoosondr)

lqctwork access

As Acquired I'rontier 5 Increase % Increase 5 Increase % Increase

S 383,679 $173,533 S 210,146 5 (15,761) (7%) 5 225,907 $3,894 2% $222,013

Network access expenses for 2010 increased $157.8 million, or 70%, to S383.7 million, as compared with 2009. Network access expenses for 2010 increased
5!73.5 million as a result of the Acquired Business. Nenvork access expenses for our Frontier legacy operations decreased $15,8 million, or 7%, to $210.1
niillion, as compared with 2009, primarily due to lower "aspirational gifl" and long distance carriage costs in 2010. In 2009, we expensed $10.0 million t'or

the cost of new personal computers provided to customers in connection with our "Rolling 11iunder" promotion which resulted in additional DISH video and
HSI subscribers.

Network access expenses for 2009 increased $3.9 million, or 2%, to $225.9 million as compared to 2008 due to higher "aspirational gift" costs (e.g., personal
computers), higher long distance carriage costs and additional data backbone costs. During 2008, we expensed $4.2 million of promotional costs for Master
Card gifl cards issued to new HSI customers entering into a two-year price protection plan and to existing customers who purchased additional services under
a two-year price protection plan and $3.0 million for a flat screen television promotion.

As we contimie to offer "aspiraflonal gifls" as part of our promo(iona, increase our sales of data pmdircts such ss HSI and increase the penetration of o'ur

unliniitcd long distance calling plans, our network access expense may increase tn the future.
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IVrrge mrrl beuefir expenses
Ivage and benefit expenses for 2010 increased $395.8 miflion, or 97%, to $803.7 million, as compared with 2009. Wage and benefit expenses for 20!0
increased S388.4 niillmn as a result of the Acquired Business. Wage and benefit expenses for our Frontier legacy operations increased S7% million, or 2%, to
$415,3 rniflion, as compared with 2009, primarily due to higher compensation costs, as 2009 costs were reduced by the Company's furlough plan, and 2010
reflects higher benefit costs, primarily from restricted stock awards.

Wage and bmiefit expenses for 2009 increased $8.6 million, or 2%, to $407.9 million as compared to 2008, primarily due to higher pension costs of $34.0
million, mostly offset by headcount reductions, decreases in compensation, lower severance and early retirement costs, reduced overtime costs and lower
bene(i(expenses.
Pension costs are included in our wage and benefit expenses. The decline in the value of our pension plan assets during 2008 resulted in an increase in our
pension expense in 2009 and 2010. Pension costs for 2010, 2009 and 2008 were approximately S38.0 million, $34.2 million and $0.2 million, respectively.
Pension costs include pension expense of $46,3 million and S41.7 million, less amounts capitalized into the cost of capital expenditures of $8.3 million and
S7.5 million for 2010 and 2009, respectively.
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Directoryservicesrevenuefor2009decreased$6.3million,or6%,to$I07.1millionascomparedwith2008,primarilyduetolowerrevenuesfiom yellow

pages local advertising.
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Oilier revenue for 2009 decreased $17.2 million, or 21%, to $65.2 million as compared with 2008, primarily due to video promotional discounts of

approxbnately $13.6 million.
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_$ 173,533 $ 210,146 $ (15,761) (7%) $ 225,907 $ 3,894 2% $ 222,013383,679
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million, as compared with 2009, primarily due to lower asplrattonal gtR and long dlstunee carnage costs in 2010. In 2009, we expensed $10.0 mdhon for
fue cost of new personal computers provided to customers m connection with our "Rolllng Thunder" promotioa which resulted irz additional DISH video and

HSI subscribers.
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Network acces L _ ............ carriaoe costs and additional data backbone costs. During 2008, we expensed $4.2 mdhon of promot}o!tal costs for M a_er
computers), n lg}te, u.:_ u _ .,_o_ ..... _5_o_. -n er n- into a two-year nriee protection p an and to existing customers who purenasea aaulttonat services .....
Cara g tt earns ssuea to new no_ ',_UntVlH_-q o _ _, 1 _ , O Oil
a two-year price pro ec on plan and $3.0 mdhon for a flat screen television prom .

' As'we contfuue to offer "asp rat ona g Its;' as part of our promotions, increase our sales of daia products such as HSI and increase the pe_.etrati0n of our

unlimited long distance calling plans, our network access expense may increase in the future.
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* hlchtdes $29.2 million of common corporate costs allocated to the AcquiredBusiness.
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W.age and be]_efi .._ _.- headeount reductions decreases in compensation, lower severance and early retirement costs, reduced overtime costs and lowernlllllOn_ mostly Olt_L Oy " "
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$7.5 million for 2010 and 2009, respectively.
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Sivircbed Iccess nmf Subsidy
Switched access and subsidy revenue for 2010 nicreased $138.1 million, or 38%, to $497.8 million as compared with 2009. For 2010, switched access and
subsidy revenue represented 13% of our total revenue. Switched access and subsidy revenue For 2010 increased $169.9 miflion as a result of the Acquired
Business.

Switched access revenue wss $285.5 million in 2010, or 8% of our revenues, up from $246.3 million in 2009, or 12% of our revenues. Federal and state
subsidy rcveime, including surcharges of $73 8 million billed to customers which are remitted to the FCC, was $212 3 million in 2010, or 6% of our revenues,
up from $113.3 rniflion in 2009, or 5% of our revenues. We expect a further decline in switched access and subsidy revenue in 2011.

Switched access revenue for our Frontier legacy operations for 2010 of $213.9 million decreased $32.5 million, or 13%, as compared with 2009. This
decrease was priinarily slue to the impact of a decline in minutes of use related to access line losses and the displacement of minutes of use by wireless, einail
and other communications services. Switched access and subsidy revenue includes subsidy payments we receive from federal and state agencies, inclnding
curcharges billed to customers which are remitted to the FCC, Subsidy revenue for our Frontier legacy operations, including surcharges billed to customers of
$41.1 million, for 2010 of $114.0 million increased $0.7 million, or 1%, as compared with 2009.

Federal and state subsidy revenue including surcharges (which are billed to customers and remitted to the FCC) for our Ftontier legacy operations were $63 6
million, $9 3 million and $41.1 million, respectively, for 2010.

Switched access and subsidy revenue for 2009 decreased $45. 1 million, or 11%, to $359.6 million as comparcdf with 2008. Switched access revenue in 2009
of $2469 million decreased $38.6 million, or 14%, as conipared with 2008, primarily due to the impact of s decline in minutes of use related to access line
losses and the displacement of minutes of use by wireless, einail and other communications services. Access services revenue includes subsidy payments we
receive from federal and state agencies, including surcharges billed to customers that are remitted to the FCC. Subsidy revenue, including surcharges billed to
customers of $35.5 inillion, for 2009 of $113.3 million decreased $6.5 million, or 5%, as compared with 2008, primarily due to lower receipts under the
Federal High Cost Fund (FHCF) program resulting from our reduced cost stnicture and an increase in the program's National Average Cast per Local Loop
(NACPL) used by the FCC to allocate funds ainong afl recipients.

Federal and state subsidy revenue including surcharges (which are billed to customers and remitted to the FCC) were $69.1 million, $8.7 million and $35.5
miflion, respectively, for 2009, The federal and state subsidy revenue for 2009 represents 5% of our consolidated revenues.

Federal subsidies are driven by niany factors, including the NACPL. ivlany factors may lead to funher increases in the NACPL, thereby resulting in decreases
in our federal subsidy revenue in the future. The FCC and state regulatory agencies are currently considering a number of proposals for changing the manner
in which eligibility for subsidies is determined as well as the amounts of such subsidies. In addition, some of the reform proposals direct additional support for
broadband deployment which could create an opportunity for additional federal subsidy support.

Certain states also have their own open proceedings to address reform to intrastate access charges and other intercarrier compensation. In addition, we have
been approached by, andior are involved in formal state proceedings with, varioas carriers seeking reductions in intrastate access rates in certain states. We
cannot predict when or how these matters will be decided or the effect on our subsidy or switched access revenues. However, f'uture reductions in our subsidy
or switched access revenues will directly affect our profitability and cash flows as those regulatory revenues do not have an equal level of associated variable
expenses.

Direcroiy Services
Directory services revenue for 2010 decreased $4.3 million, or 4%, to $102.8 million, as compared with 2009. Directory services revenue for 2010 increased
$9.3 million as a result of the Acquired Business. Directory services revenue for our Frontier legacy operations decreased $13.6 iniflion, or 13%, as compared
with 2009, primarily due to a decline in yellow pages advertising.

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

Slvitched ,l ccess and Subsidy

Switched access and subsidy revenue for 2010 increased $138.1 million, or 38%, to $497.8 million as compared with 2009. For 2010, switched access and
subsidy revenue represented I3% of our total _evenue. Switched acce_ and subsidy revenue for 2010 increased S169.9 million ,as a result of the AcquiredBusiness.

Sw ched access revenue was $285 5 million n 20 0, or 8% of o r revenues u,, from $246 3 .... ",ann _. ",0," " - -
' ' . _ 1_ " liillliUlL Jtt /'VV3" UI _,/O Ol Otll" revenues rectera anti state

subsidy reve e, ncludmg surcharges of $73.8 milliort bdled to customers which are remi ted to the FCC, was $212.3 ndllion in 2010, or 6% of our revemtes,
, up from $ I13.3 million in 2009, or 5% of our revenues. We expect a further decline in switched access and subsidy revenue in 20 l 1.

S_VirtcheedaCCp_rev_nt:_lf_r ° _i_iF_on_iterfIeag_eyiOnPeeira_ons for 2010 of $213.9 Ifulllo!_ decreased $32.5 million or 3%, as compared w 2009. This
• Y p nutes el use related to access hne losses and the displacement of minutes of use by wireless, email

and other communications services. Switched access and subsidy revenue includes subsidy payments we receive from federal and state agencies, including
surcharges billed to custumers which are remitted to d e FCC. Subsidy revene for o r Fro er legacy operations, ine ud ng surcharges billed to customers of
$41. rail on, for 2010 of $I 4.0 In on increased $0.7 million, or 1%, as compared with 2009.

Federal and state subsidy revenue including sure arges (which are billed to customers and re ed to the FCC) for our Frontier legacy operations were $63 6
million, $9.3 million and $41.1 million, respectively, for 2010. - "

Switched access and subsidy revenue for 2009 decreased $45.1 million, or 11%, to $359.6 million as compared wi(h 2008. Switched access revenue in 2009
of $246.3 million decreased $38.6 million, or 14%, as compared with 2008, primarily due to tile impact of a decline in minutes of use ,'elated to access line
losses and the displacement of minutes of use by w reless email and other eommun cations services. Access services revenue includes subsidy paymen s we
receive from federal and state agene es, including surcharges billed to customers hat are remitted to the FCC. Subsidy revenue, including surcharges billed to
customers of $35.5 mdlion, for 2009 of $113.3 million decreased $0.5 million, or 5%, as compared with 2008, primarily due to lower receipts under the
Federal High Cost Fund (FHCF) program resulting from our reduced cost s tatcture and art nerease in the program's National Average Cost her Local Loon
(NACPL) used by the FCC o a ocate funds among a I recipients. _ "

Federal and state subsidy revenue including surcharges (which are billed to customers and remitted to the FCC) were S69.1 million, $8.7 million and $35.5
million, respectively, for 2009. The federal and state subsidy revenue for 2009 represents 5% of our consolidated revenues.

Federal subsidies are driven by many factors, including the NACPL. Many factors may lead to further increases in the NACPL, thereby resulting io.decreases
in our federal subsidy revenue in the future. The FCC and state regulatory agencies are currently considering a number of proposals for changing the manner
in which eligibility for subsidies is determined as well as the amot n s of such subs des. In addi ion some of he reform proposals direct additional support for
broadband deployment which could create an opporlun ty for add ona federal subs dy support.

Certain states also have their own open proceedings to address reform to intrastate access charges and other interearrier compensation. In addition, we have
been approached by, and/or are involved in formal state proceedings with, various carders seeking reductions in intrastate access rates in certain states. We

cannot predict when or how these matters will be decided or the effect on our subsidy or switched access revenues. However, future reductions in our subsidy
or switched access revenues wilI directly affect our profitubility and cash flows as those regulatory revenues do not have an equal level of associated variable
expenses.

Directory Services

_)_cto_ services revenue for 2010 decreased $4.3 million or 4%, o S102_8 million, as compared with 2009r Directory services revenue for 2010 increased
.._ million as a result offue Acquired Husiness. Directory services revenue for our Frontier legacy operations decreased $13 6 nlillion, or 13%, as compared

with 2009, primarily due to a decline in yellow pages advertising.
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Local aslsf 2 Uag f)is(alice Servfces
Local and long distance services revenue For 2010 increased $850.2 inillion, or 90%, to $1,797.4 million, as compared with 2009, Local and lang distance
services revenue For 2010 increased $916.2 million as a result of the Acquired Business. Local and long distance services revenue for our Frontier legacy
operations decreased $66.0 million, ar 7%, as compared with 2009.

Local and enhanced services revenue for our Frontier legacy operations declined $70.2 million in 2010, primarily due to the continued loss of access lines
and, to a lesser extent, decreases in private line services and feature packages.

Long distance services reve(me for our Frontier legacy operations for 2010 increased $4.2 million as compared with 2009, primarily due to an increase in the
number ot: long distance customers using our bundled service offerings partially otfset by lower minutes of use and a*lower. average revenue per minute of
use. Ive have actively marketed a package of unlimited long distance minutes with our digital phone and state unlimited bundled service otferings. These
otferings have resulted in an increase in long distance customers and an increase in the minutes used by these customers. This has lowered our overall gverage
rate per minute billed. LVhife these package offerings have grown our lang distance customer base, those customers paying on a per minute of use basis have
reduced their calling vohimes.

Lacal and long distance services revenue for 2009 decreased 583.8 million, or 8%, to $947.2 million, as compared with 2008. Local and enhanced services
revenue for 2009 decreased 567.0 million, or 8%, to $781.4 million as compared with 2008, primarily due to the continued loss of access lines that accounted
for $41.9 nlillion of the decline and a reduction in all other related services revenue of $25.1 million. Enhanced services revenue in 2009 decreased $14.7
million, as compared with 2008, primarily due to a dectine in access lines and a shift in customers purchasing our unlimited voice communications packages
with feanlres included in the bundle ins(ead of purchasing individual features,

Long distance services revenue for 2009 decreased $16.8 million, ar 9%, ta $165.8 million as compared with 2008, primarily due to a 3% reduction in the
overall minutes of use and a reduction in the average revenue per minute of use.

Data aad falernel Services
Data and internet services revenue for 2010 increased $596.8 millian, or 93%, to $1,235.6 million, as compared with 2009. Data and internet services revenue
increased $568.0 million as a result of the Acquired Business and increased 528.8 million, or 5%, for our Frontier legacy operations, as compared with 2009,
primarily due to the overall growth in the number of HSI subscribers and high-capacity Internet and ethernet circuits purchased by customers. Data services
revenue for our Frontier legacy operations for 2010 increased $15.8 million to $373.0 million, as compared with 2009. As of December 31, 2010, the number
of the Company's HSI subscribers for our Frontier legacy operations increased by approximately 16,200, or 3%, since December 31, 2009. Data and internet
services also includes revenue from data transmimion services to other carriers and high-volume commercial customers with dedicated high-capacity Internet
and ethernet circuits. Nonswitched access revenue for our Frontier legacy operations for 2010 increased $13.0 million to $294.6 million as compared to 2009,
primarily due to growth in the number of those circuits.

Data and internet services revenue for 2009 increased $33.2 million, or 5%, to 5638.8 million as compared with 2008, primarily due to the overall growth in
the number of HSI subscribers and high-capacity Internet and ethernet circuits purchased by customers. As of December 31, 2009, the number of the
Company's HSI subscribers had increased by approximately 56,000, or 10%, since December 31, 2008. IVe have used kaspirational gifts" or promotional
credits to drive growth in HSI subscribers. Revenue From dedicated high-capacity circuits increased $7.3 million in 2009, as compared with 2008, primarily
due to growth in the number of those circuits.

On lsfarch 16, 2010, the FCC released, as required under the 2009 American Recovery and Reinvestment Act FARRAL its National Broadband Plan. The
National Broadband Plan proposes a series of actions that could result in additional regulatory requirements for broadband services as well as a series of other
regulatory reforms. As a follow-up to the National Broadband plan, on Febnlary 8, 2011, the FCC adopted a Notice of Proposed Rulemaking seeking
comment &om the industry on both short- and long-term reforms to Intercarrier Compensation and the Federal Universal Service High Cost Fund. The Notice
asks for comnlent on a broad range of possible outcomes and Frontier cannot predict whether or when the FCC will take additional actions or the effect of any
such actions on the Company's subsidy revenues.
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REVENUE

ZOIO Z(R,'9 2008

[$ In
ll_ot_mtl4j _s _,cqul/¢c[ Frontier SIncrease % I_reaso $ Inc(easo % [nor¢_

Amount

Local and

long dL_t_u_e

_¢rvie ea $ IJ97,382 S 916.238 S 881,144 S (66,018) (7%) $ 947.(62 $ (83,79 O) ts_,_) S [.030.952

Data ai_d

inherit 605,615
_rvlc¢_ 1,235,596 567,997 667,599 28.784 5% 638,815 33,200 5%

S_itched

access and

_ubsidy 497375 169,904 327,871 (31,763] (9%) 359.634 (45,079) ([t°,_) 404,713

Directory

_P, ices 102,786 9,319 93,467 ([3,629) (13%) 1117,_96 (6,25[) (6%) 113,347

Ccher 164,136 84,612 79,524 14,337 22_,_ 65,187 (17,204) (21_A) 82.391

3,797,675 $ 1,74g,O70 $ 2,049,605 $ (61_,299) (3_,_) _ 2,i 17,$94 $ (119,I24t {5%) S 2,237,018

Local and Long Distance Services
Local and long distance services revenue for 2010 increased $850.2 nrilllon, or 90%, to $1,797.4 million, as compared with 2009, Local and long distanc_
services revenue for 2010 increased $916.2 million as a result of the Acquired Business. Local and long distance services revenue for our Frontier legacy

operations decreased $66.0 million, or 7%, as compared with 2009.

Local and enhanced services revenue for our Frontier legacy operations declined $70.2 million in 2010, primarily due to tbe continued loss of access lines

and, to a lesser extent, decreases in private line services and feature packages.

Long d s ante services reve tl e for our Fron er legacy operations for 2010 ncreased S4.2 rail on as compared with 2009, primarily due to an increase in the
m tuber or: lon_ d s ante ct somers using our bundled serv ce offerings part a y ot}ket by lower minutes of use and adower,average revenue per minute of
t se We have ac ve y marke ed a package of unlimited long d s once minutes with our d g al phone and state unlimited bundled service offerings. These

offerings have resulted in an increase in long distance customers and an increase in the m nutes used by these customers. This has lowered our overall _lverage
rate per minute billed. While these package offerings have grown our long distance customer base, those customers paying on a per minute of use basis have

reduced their calling vohnnes.

Local and long distance services revenue for 2009 decreased $83.8 million, or 8%, to S947.2 million, as compared with 2008. Local and enhanced services
reve ue for 2009 decreased $67.0 million or 8% to $781.4 million as compared with 2008, primarily due to the continued loss of access lines 0tat accounted
for $41.9 ndltion of the decline and a reduction in all other related services revenue of $25.1 million. Enhanced services revenue in 2009 decreased 814.7

million as compared with 2008,primarily due to a decline in access lines and a shift in customers purchasing our unlimited voice communications packages

with features included in the bundle instead of purchasing individual features.

Long distance services revenue for 2009 decreased $16.8 million, or 9%, to $165.8 million as compared with 2008, primarily due to a 3% reduction in the
overall minutes of use and a reduction in the average revenue per minute of use.

Data attd lnternet Services . . .

Data and interact services revenue for 2010 increased $596.8 million, or 93%, to $1,235.6 million, as compared w=th 2009. Data and mtemet services revenue
increased 8568 0 nillion as a result of the Acquired Business and increased S28.8 million, or 5%, for our Frotuier legacy operations, as coinpared with 2009,

pr marily due o he overall growt n he number of HSt s bscribers and high-capacity Interact and ethernet circuits purchased by customers. Data services
revemte for our Frontier legacy operations for 2010 increased $15.8 million to $373.0 million, as compared with 2009. As of December 31, 20 i0, the number

of e Company's HSI st bseribers for otr Fron er egacy opera ons ncreased by approx nateiy i6 200 or 3%, since December 31, 2009. Data and interact
services also includes revenue from data transmission services to other carriers and h gh-vo ume commercial cus omers w th ded cated high-capacity Interact
and etbemet circuits. Nonswitehed access revenue for our Frontier legacy operations for 2010 increased $13.0 million to $294.6 million as compared to 2009,

primarily due to growth in the number of those circuits.

Data and internet services revenue for 2009 increased $33.2 million, or 5%, to S638.8 million as compared with 2008, primarily due to the overall growth in

lie number of HSI su.bscr'bers and high-capacity Interne.... and e hemet c rc s purcbased by eus omers As of December.3 ....2009 tile number oftionaihO
Company's HSI subscr bers had ncreased by approx mae y 56,000, or 10% since December 31, 2008. We have used asptratlonai gifts or promo .
credits to drive growth in HSI subscribers. Revenue from dedicated high-capacity circuits increased $7.3 million in 2009, as compared with 2008, pnmamy

due to growth in the number of those circuits.

On March 16, 2010, the FCC released, as required under the 2009 American Recovery and Reinvestment Act (ARRA), its National Broadband Plan. The
National Broadband Plan proposes a series ofacrions tha cou d result in add ona regulatory requirements for broadband services as well as a series of other

regt a ory reforms As a follow-t p o he Nationa Broadband p an on Febnlary 8 20 he FCCadopted a Notice of Proposed Rulemaking seeking
comment from the industry on both short- and long-term reforms to ntercarrier Compensa ion and the Federa Universal Service High Cost Fund. T _e Notice
asks for comment on a broad range of possible outcomes and Frontier cannot predict whether or when the FCC will take additional actions or the effect of any

such actions on the Company's subsidy revenues.
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(I&) Results of Operations

Effective July I, 2010, the Company's scope of operations and balance sheet capitalization changed materially as a result of the completion of the
Transaction. Historical financial and operating data presented for Frontier is not indicative of fi&ture results and includes the results of operations of the
Acquired Business from the date of acquisition on July I, 2010. The financial discussion and tables belmv include a comparative m&alysis of our results of
operations on a historical basis for our Frontier operations as of and for the years ended December 31, 2010, 2009 and 2008. LVe have also presented an
analysis of each category of revenue and operating expenses for 2010 for the results of Frontier legacy operations (excluding the Acquired Business) and the
results of the Acquired Business for the secmid half ot'2010, as inch&ded in the consolidated results of operations. All variance explanations discussed below
are based upon an analysis of the 2010 Iinancial data I'o r Frontier legacy operations (excluding the Acquired Business) in comparison to 2009, except that the
firsi two sante&iccs in each category of revenue or operating expenses below shows the revenue, operating expenses and/or varianccs based upon an analysis
of Frontier including the Acquired Business. Frontier lms shown these adjustments to its financial presentations to exclude the effects of the Acquired
Business because of the magnitude of the Transac&ion and its inpact to our t(nancial results in 2010, as compared to 2009.

ILEVEiNUE

Revenue is genmated primarily tlwough the provision of local, network access, long distance, and data and internet services. Such revenues are generated
through either a monthly recurring fee or a fee based on usage at a tariffed rate and revenue recognition is not dependent upon significant judgments by
manageinent, with the exception of a detemtination of a provision for uncoflectiblc amounts.

Consolidated revenue for 2010 increased $1,679.8 million, or 79%, to $3,797.7 niiflion as compared to 2009. Excluding additional revenue of $1,748.1

million attributable to the Acquired Business, our revenue decreased $68.3 million, or 3% as compared to 2009. Revenues from data and internet services
such as HSI grew and increased for our Frontier legacy properties as a percentage of total revenues and revenues from voice services like local and long
distance services and from switched access and subsidy (including federaL and state subsidies) decflned and decreased as a percentage of our total revenues,
This decline for our Frontier legacy operations in 2010 is a result of decreases in the number of residential and bosiness customers, switched access revenue,
long distance services revenue and directory revenue, partially offset by a $28.8 million, or 5%, increase in data and intemct services revenue, each as
described in more detail below.

Consolidated revenue for 2009 decreased $119.1 million, or 5%, to $2, 117.9 miflion as coinpared to 2008. This decline is a result of lower local services
revenue, switched access revenue, long distance services revenue and subsidy revenue, partially offset by a $33.2 million, or 5%, increase in data and internet
services revenue, each as described in more detail below.

Change in the nu&nber of our access lines is one metric that is important to our revenue and protitability. Our Frontier Legacy opcmtions lost access lines
primarily because of changing consumer behavior (including wireless substitution), economic conditions, changing technology, competition, and by the loss
of second lines upon the addition of HSI or cable modem service. Our Frontier legacy operations lost approximately 128 000 access lines (net) during 2010, or
6% an an annual basis, comparable to thc 136,800 access lines (net), or 6% on an aiinual basis, lost during 2009. The Acquired Business lost approximately
201,000 access lines (net) during the six months ended December 31, 2010. Economic conditions and/or increasing competition could make it more difficult
&o sell our bundles, and cause us to increase our promotions and/or lower our prices for our products and services, which would adversely atfect our revenue,

profitability and cash tlow.

During 2010, our Frontier legacy operations added approximately 16,200 HSI subscribers. During 2009, we added approximately 56,000 HSI subscribers,
primarily due to our "Rolling Tlmnder" promotion. The Acquired Business experienced a loss of approximately 4,100 HSI subscribers during the six months
ended December 31,2010. VVe expect to continue to increase HSL subscribers in our Frontier legacy operations in 2011 and expect to increase the number of
HSI subscribem in the Acquired Business during 2011.

LVhlle the nuinber of access li»es is an important metric to gauge certain revenue trends, it is not necessarily the best or enly measure to evaluate our
business. Ivlanagement believes that customer counts and understanding ditferent components of revenue is most important. For this reason, presented in the
table titled "Other Financial and Operating Data" below is a breakdown that presents customer counts, average monthly revenue, products per customer,
percentage of customers on price protection plans and churn. It also categorizes revenue into customer revenue (residential and business) and regulatory
revenue (switched access and subsidy revenue). Despite the 7% decline in residential customers and the 6% decline in total access linm, customer revenue,
whicli is afl revenue except switched access and subsidy revenue, for our Frontier legacy operations declined in 2010 by only 2 percent as compared to the
prior year period, The decline in customers and access lines for our Frontier legacy opera&iona was partially offset by increased penetration of additional
products sold to both residential and business customers, which has increased our average monthly revenue per customer, A substantial further loss of
customers and access lines, combined ivith increased competition and the other factors discussed herein may cause our revenue, profitabiTity and cash flows to
decrease in 2011.
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(h) Results of Operations

Effeelive July I, 2010, the Company's scope o( operations and balance sheet caplta[ization changed materially as a result of the completion of lhe
Transaction. Historical financial and operating data presented for Frontier is not indicative of future results and includes tile results of operations of the
Acquired Business from the date of acquisition on July 20 0 T e finn c a d scuss on and ables below inch de a comparative analysis of o ir results of

] operat ons at', a istorical basis fur our Fro ier operations as of and for he years ended December 31, 2010, 2009 and 2008. We have also presented an
analysis of each category of revenue and operating expenses for 2010 for the results of Frontier legacy operations (exehtding the Acquired Business) and the
results of the Acquired Business for tbe second half of 2010 as inchzded n he tense idated results of operations. All variance explanations discussed below
are based upon an analysis offue 20 0 financial data for Frontier legacy operations (excluding the Acquired Business) in comparison to 2009, except fuat the
first two sentences in each category of revenue or operating expenses below shows fue revenue, operating expenses and/or variances based upon an analysis
of Frontier including the Acquired Business. Frontier has shown these adjustments to its financial presentations to exclude the effects of the Acquired

..... Business because of the magnitude of the Transaction and its impact to our financial results in 20 0 as compared to 2009.

REVENUE

Revenue is generated primarily through fue provision of local, network access, long distance, and data and interact services. Such revenues are generated
tbrough either a monthly recurring fee or a fee based on usage at a tariffed rate and revenue recognition is not dependent upon significant judgments by
management, :vifu the exception era detemrination of a provision for uncollectible amounts.

Consolidated revenue for 2010 increased $1,679.8 million, or 79%, to $3,797.7 million as compared to 2009. Excluding additional revenue of SI,748.1
million attribtuable to the Acquired Business, our revenue decreased $68.3 million, or 3% as compared to 2009. Revenues from data and internet services
such as ttS[ grew and increased for our Frontier legacy properiies as a percentage of total revenues and revenues from voice services like local and long
distance services and from switched access and subsidy (including federal and state subsidies) declined and decreased as a percentage &our total revenues,
This decline for our Frontier legacy operations in 2010 is a result of decreases ill the number of residential and business customers, switched access revenue,
long distance services revenue and directory revenue, partially offset by a 528.8 million, or 5%, increase in data and irttemet services revenue, each as
described in more detail below.

Consolidated revenue for 2009 decreased S119.1 nfiI[ion, or 5%, to $2,117.9 million as compared to 2008. This decline is a result of lower local services
revemle, switched access revenue, long distance services revenue and subsidy revenue, partially offset by a $33.2 million, or 5%, increase fu data and interact
services revenue, each as described in more detail below.

Change in the number of our access lines is one metric that is important to our revenue and profitability, Our Frontier legacy operations lost access lines
primarily because of changing consumer behavior (including wireless substitution), economic conditions, changing technology, competition, and by the loss
of second lines upon the addition of HSI or cable modem service. Our Frontier legacy operations lost approximately 128,000 access lines (net) during 2010, or
6_ onan annua! basis, comparable to the 136,800 acce_ lines(net), or 6% oa an annual basis lost during 2009 The Acqu red Bus hess ost approximately

v.,_ access nnes tne_) aurmg the six months enuea t_ecemoer 3 l, 2010. Economic conditions and/or increasing competition could make it more difficult
to sell our bundles, and cause us to increase our promotions and/or lower our prices for our products and services, which would adversely at'feet our revenue,
profitability and cash Bow.

During 2010, our Frontier legacy operations added approx mately 16,200 HSI subscribers Dur ng 2009, ;re added a roximatul 56 000
prm,anly due to our Rolhng Thunder" promot,on. The Acqmred Buseness experienced a loss of approx,mately 4,100 PPsI subscrfuYers duringHtSIessUibxSCmriobn_s
ended December 3 l, 2010. We expect to continue to increase HSI subscribers in our Frontier Iegaey operations in 2011 and expect to increase the number of
ItSt subscribers in the Acquired Business during 2011.

Wbile tile number of access lilies is an important mettle to gauge certain revenue trends, it is not necessarily the best or only measure to evaluate our
business. Management believes that customer counts and understanding different components of revenue is most important. For this reason, presented in the
table titled "Other Finaneial and Operating Data" below is a breakdown that presents customer counts, average monthly revenue, products per customer,
percentage of customers on price protection plans and chum. It also categorizes revenue into customer revenue (residential and business) and regulatory
revenue (switched access and subsidy revenue). Despite the 7% decline in residential customers and the 6% decline in total access lines, customer revenue,
which is all revenue except switched access and subsidy revenue, for our Frontier legacy operations declined in 20 0 by only 2 percent as compared to the
prior year period. The decline in customers and access lines for our Frontier legacy operations was partlally offset by increased penetration of additional
products sold to both residential and business customers, which has increased our average monthly revenue per customer. A substantial further loss of
customers and access lines, combined with increased competition and the other factors discussed herein may cause our revenue, profitability and cash flows todecrease in 2011.
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Ihlrchose Price rtflocnriori- Tlic Dronsocrion
The allocation ot'the approximate $5,4 billion in total consideration to the "fair market value" of the assets and liabilities of the Acquired Business is a critical
estimate. The estimntes of the fair values assigned to plant, customer list artd goodwill, are more fidly described in Notes 3, 4 and 6 of the Notes to
Consolidated Financial Statements. Additionally, thc estimated expected life of a customer (used to amortize the customer list) is a critical estimate.

ryew rlcconaring pronoancemenrs
There were no new accounting standards tlmt were adopted by the Company in 2010, or that would be adopted in fuhtre years, with any material tlnancial
statmttent inlpact.

38

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

t'u "chase Pr ce • Ilocation - The Transaction
The allocation of the approximate SSA bi lion in total consideration to the "fair market value" of the assets and liabilities of the Acquired Business is a critical
• " ales of e fair values assigned to p ant customer list a d goodw , are more fuEy described in Notes 3 4 and 6 of the Notes to

estimate. The esttm, • ' - -' _ ........ -_ _ -¢ a customer fused to amortize he cus omer list) is a critical estimate.
Consolidated Financial SIatemellts. Atlaltlonally, ttte estllllateu _Ap_u _,t_ _,,

New Accounting Pronouncements
There were no new accounting standards that were adopted by the Company in 2010, or that would be adopted in f_tur¢ years, with any material financial

statement impact.
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Pettsioa uiig Ogter Postrett rettient ttettef its
Our estimates of pension expense, other postretircment benefits including retiree medical benefiis and related liabilities are "critical accounting estimates P In
connection with the completion of thc Merger on July I, 2010, certain employees were transferred from various Verizon pension plans into 12 pension plans
that were then merged with the Frontier Communications Pension Plan (the Planj etTective August 31, 2010. Assets of $581.3 million, including
approximately $142 5 million that represents a receivable of the Plan as of December 31, 2010, were transferred into the Plan during the second half of 2010,
with the receivable to be settled by the transfer of assets by the end of the third quarter of 2011. LVe sponsor a noncontributory defined benefit pension plan
covering a significant mimber of our current and farmer Frontier legacy employees and other postretirement benefit plans that provide medical, dental, life
insurance and other benefits for covered retired employees and their beneficiaries and covered dependents. All of tbe employees who are still accruing
pension benefits are represented employees. The accounting results for pension and other postretirement benetir costs and obligations are dependent upon
various actuarial assumptions applied in the determination of such amounts. These actuarial assumptions include the following; discount rates, expected long-
term rate of return on plan assets, future compensation increases, employee turnover, healthcare cost trend rates, expected retirement age, optional form of
benettt and mortality. We review these assumptions for changes annually with our independent actuarlm. We consider our discount rate and expected long-
term mte ofrehim on plan assets to be our most critical assumptions.

The discount rate is used to value, on a present value basis, our pension and other postretiremcnt benefit obligations as of the balance sheet date. The same
rate is also used in the interest cost component of the pension snd postretirement benefit cost determination for the fallowing year. The measurement date
used in the selection of our discouat rate is the balance sheet date. Our discount rate assumption is determined annually wiih assistance fram our actuaries
based on the pattern of expected future benetlt payments and the prevailing rates available on long-term, high quality corporate bonds that approximate the
benefit obligation. In making this determination we consider, among other things, the yields on the Citigroup Pension Discount Curve, the Citigroup Above-
rsttcdisn pension Curve, the Toivers-'iVatson Index, tbe general movement of interest rates and the changes in those rates from one period to the next. This
rate can change from year to year based on market conditions that affect corporate bond yields. Our discount rate was 5 25% at year end 2010, and 5 75'/s at
year-end 2009.

The expected long-term rate of return on plan assets is applied in the detemiination of periodic pension and postretirement benefit cast as a reduction in the
computation af the expense. In developing the expected Long-tenn rate of return assumption, we considered published surveys of expected market retunis, 10
and 20 year actual returns of various major indices, and our own historical 5 year, 10 year and 20 year investment returns. The expected long-tenn rate of
return on plan assets is based on an asset allocation assumption of 35'/s to 55/o in fixed income securities, 35s/s to 55/s in equity securities and 5'/s to 15'/s in
oltemative investments. We review our asset allocation at least anmially and make changes when considered appropriate. Our asset return assumption is
made at the beginning of our tiscal year. In 2009 and 2010, our expected long term rate of return on plan assets was 8 0'/w Dim actual return on plan assets in
2010 was 12.1'/o, For 2011, we will continue to assume a rate of return of 8 Os/w Our pension plan assets ate valued at fair value as of the measurement date.

We expect that our pension and other postretirement benefit expenses for 2011 will be approximately $70 million to $80 million before amounts capitalized
into the cost of capiial expenditures (they were $68.4 million in 2010 before amounts capitalized into the cost of capital expenditures, inchiding Ihe plan
expenses of the Acquired Business for the second half of 2010), snd that we will make a cash contribution to our pension plan of approximately $50 million in
2011. LVe niade cash contributions of $13.1 million in 2010. No contributions were made to our pension plan during 2008 or 2009.

ttlcotne Tares
Our effective tax rate in 2010 increased to 42.5'/s, primarily related to the write-off of certain deferred tax assets of approximately $11,3 million related to
blerger transaction costs which were not tax deductible. Prior to the closing of the Merger, these costs were deemed to be tax deductible as the Transaction
had not yet been successfully completed. These costs were incurred to facilitate the Merger and once the Merger closed, these costs must be capitalized for tax
purposes.

Our effective tax rates in 2008 and 2009 were approximately at the statutory rates.

Ccnttiigeactes
LYe currently do not have any contingencies in excess of $5.0 million recorded on otn books, except for items preliminarily estimated in purchase accounting.
See Note 3 of the Notes to Consolidated Financial Statements.
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PenMen and Other Poslretirement Benefits

Our estimates of pension expense other postre rement benefits nc ud ng retiree medical benefits and related liabilities are critical accounting estimates," In

connection w0h the eomplefion of fur Merger on Ju y , 20 0, certu n e np oyees were ransferred from various Verizon pension plans into 12 pension pans
thai were fuen merged with the Premier Co nmun ca ons Pens on Plan (tile Plan) effective August 3l, 2010. Assets of $581 3 n on ne ding

approximately $142,5 million that represents a receivable of the Plan as of December 31, 2010, were transferred nto tile P an during the second half of 2010,
with the receivable tu be settled by the ra sferofassetsbytheendoflhethirdquarterof201l Wesponsoranoncontributo defined benefit ensi
covering a significant number of our current and former Frontier le_,aev e ,, o,,ees a ,,4_a, ......... :..... I- ..... ry .... p on plan
ulsurance and oilier benefits for covered retired emnl_vee_ _-'* a._:. _- v .". ._. _,._.t l_.,_tnctnent uenent plans that provloe meatcal, dental, life

...... r--_--_ auu tnc_ ueneltslartes ann coverecl t_ependents. All of tile employees who are still accruing
penslon benefits are represented employees. The accounting results for pension and other postrefirement benefit costs and obligations are dependent upon

vartous actuarial assumptions applied in die determination ors eh amounts, These actuarial assump ons include the follow ng: disconnt rates, expected long-
term rate of return on plan assets future eompensat on ncreases employee turnover, bealthcare cost trend rates expec ed retirement age, opt ona form of

benefit and mortality, We review hese assumpt ons for changes annually wi h our independent actuaries, We consider our discount rate and expected tong-
- term rote of return on plan assets to be our most critical assumptions,

The discount rate is used to value, on a present value basis, our pension and other postretirement benefit obligations as of the balance sheet date. Tile same
rate is also used in tile interest cost component of the pension and poslretirement benefit cost determination for the following year. The measurement date
used in the selection of our discount rate is the balance shee da e Otr disco lnt rate assumption is determ ned anm all*,' with assistance from o r actuaries

based on the paOem of expec ed future benefit payments and he prevailing rates ava able on long-term, high quality corporate bonds that approximate the
benefit obligation, In making this determina0o we consider among other things, he yields on the Citigroup Pension Discount Curve, the Ci group Above-

" Median Pension Curve he Towers-Watson ndex, t le general movement of interest rates and the changes n those rates from one period to the next. This
rate can change from year-tu-year based on market conditions that affect corporate bond yields, Our discount rate was L25% at year-end 2010, and 5.75% atyear-end 2009.

The expected long-term rate of return on plan asses s applied n he de emfination of periodic pension and postrefirement benefit cost as a reduc on n the

computation of the expense• In developing the expec ed long-term rate of return assumption, we considered published surveys of expected market returns i0

and 20 year actual returns &various major lad ce.s a d our own h sturical 5 year, 10 year and 20 year investment returns. The expected Iong;tenn ra_e of
return on plan assets is based on an asset a ocat on assump on of 35% to 55_ in fixed income securities, 35_ to 55_ in equity securities and 5% o 5 _ in

alternative investments. We review our asset a oca on a eas ann a ly and make changes when considered appropriate, Our asset return assumption is
made at tlle beginning of our fiscal year. In 2009 and 2010, our expee ed long-term rate of return on fan assets was
2010was 12 1% For2011 wewitleontinue oassumearatuofretumof8 o . ........... P,.,_ _ 8.0_. Ouractualretamonplanassetsin

• ' .0 _. O.. e ...... v'_,, ._o_._ are vat ue_a a_ fair value as o/tile measurement date.

We expect that our pension and other pos re rement benefi expenses for 2011 will be approximately $70 million to $80 million before amounts capitalized
into the cost of capital expenditures (they were $68.4 million in 20 0 before amounts capitalized into the cost of cap a expenditures, including the plan
expenses of the Acquired Business for the second half of 20 0), and hat we will make a cash con r bufion to our pensionplan of approximately $50 million fit
2011. We made cash contributions of Sl 3.1 million in 2010, No contributions were made to our pension plan during 2008 or 2009

btcome Zo.res

Our effective tax rate in 2010 increased to 42.5% primarily re aed to he write-off of certain deferred tax assets of approximately $ll,3 million related to
Merger transaction costs which were not tax dednctible. Prior to he e osing of the Merger, these costs were deemed to be tax deductible as the Transaction

_adrpnOteYet been successfully completed, These costs were incurred to facilitate the Merger and once the Merger closed, these costs must be capitalized for tax

Our effective tax rates in 2008 and 2009 were approximately at the statutory rates.

Contingencies

We currently do not have any contingencies in excess of $5.0 million recorded on our books, except for items preliminarily estimated in purchase accounting.See Note 3 &the Notes to Conso[idatud Financial Statements.
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(nimigibles
Our indetinite lived intangibles consist of goodwill and trade name, ivhich resulted from the purchase of JLEC properties. We test for impairment of these
assets anmially, or more frequently, as circumstances wanant. ive test for goodwill impairment at the "operating segment" level, as that term is defined in
Li S, GAAP. As of July I, 2010 wid as a result of tfie completion of the Transaction, our operating segments (reporting units) increased from 3 (at December
31, 2009) to 5 (effective as of July I, 2010), This structure is consistent with how our Chief Operating Decision iMakcrs (CEO, CFO, COO) revieiv our
results on a daily, iveekly and monthly basis. Ager making the change in our operating segments, we reviewed our goodwill impairment test by comparing the
EBITDA multiples for each reporting unit to their carrying values noting that no impairmwit indicator was present. iNo potential intpainnent was indicated
and no further analysis was deemed necessary.

All of our ILEC properties shwe similar economic characteristics and as a result, we aggregate our tive operating segmcrits into one reportable segment. Each
of the below noted reporting units is an operating segmenL The first step in the goodwill impairment test compares the carrying value of net assets of the
reporting unit to its lmr value. In determining fair value of goodwill at December 31, 2010, we compared the net book value of the reporting units to current
trading multiples of ILEC propenies as well as reconciled these values to thc trading values of our publicly traded coimnon stock. Additionally, we utilized a
range of prices to gauge sensitivity. The result of this tirst step indicated that fair value of each reporting unit exceeded the carrying value of such reporting
units. As a result, the second step of tfie goodwill impairment test was not required.

Goodwill by reporting unit (opemting segment) at December 31, 2010 is as follows:

Re ortin Units

(5 in ilioasonds) Northeast Southeast West Central Midwest

Goodwill $1,098,211 $1,275,633 $1,525,687 $1,576,898 $815,765

Prior to the Transaction, and the related increase in operating segments, we reorganized our management and operating structure during the first quarter of
2009 to include our Rochester market ivith our existing New York State properties and the rest of the East Region. At tfiat time, we determined that no
impairment was indicated at both December 31, 2008 and March 31, 2009 for either the East or Rochester reporting units and combining them did not alter
the conclusion at either date.

iye estimate fair vahie in two ways: (I) marketplace company comparison based and (2) equity based utilizing our share price. Enterprise values for rural
ILEC properties are typically quoted as a multiple of cash tlow or EBITDA. Marketplace company comparisons and analyst reports support a range of values
around a multiple of 6 to 6.5 times annualized EBITDA. For the purpose of the goodwill impairment test we define EBITDA as operating income plus
depreciation and amortization. )Ve determined the fair vahie estimates using 6.5 times EBITDA but aho used lower EBITDA multiples to gauge the
sensitivity of the estimate and its etfect an the margin of excess of fair value over the carrying values of the reporting units. Additionagy, a second test was
performed using our public market equity value or market capitalization. Market capitalization (current market stock price times total shares outstanding) is a
public market indicator of equity value and is tiseful in corroborating the 6.5 times EBITDA valuation because we are singularly engaged in niral ILEC
operating activities. Our stock price on December 31, 2010 was $9.73 and when compared to the t'air value using the EBITDA multiple obtained above,
exceeded such value before consideration of any applicable control pretnlum. We also used lower per share stock prices to gauge the sensitivity of the
estimate and its etyect on the niargin of excess fair value over the carrying value. Total market capitalization determined in this manner is then nliocated to
the reporting units based upon each unit's relative share of consolidated EBITDA. Our method of determining fair value has been consistently applied for the
three years ending December 31, 2010.

Depreciation and rhiioriizarion
The calculation of depreciation and amortization expense is based on the estimated economic useful lives of the underlying property, plant and equipment and
identifiable intangible assets. An independent study updating the estimated remaining useful lives of our property, plant and equipment assets is performed
anniially. We revised our useful lives for Frontier legacy plant assets, and the plant assets of the Acquired Business, based on the study effective October I,
2010. For the plant assets of the Acquired Business, an independent study was performed to develop the appropriate depreciation rates based on Frontier's
existing rates, while also incorporating factors unique to the plant assets of the Acquired Business. The "composiie depreciation rate" for our plant assets is
7.6% as a result of the study.

intangible assets acquired in the Transaction were recorded based on an estimated fair value of $2.5 billion and an estimated useful life of nine years for the
residential customer list, as distinguished from the 12 years used for the business customer list. For both classes of assets, the "sum of the years digits"
method was used to amortize the intangible assets, which tracks more closely with the projected revenue stream of each asset class. Our Frontier legacy
customer list intangible assets do not distinguish between residentia! and business classes and the amortization period is five years on the straight-line
method. )Ve periodically reassess the useful life of our intangible assets to determine whether any changes to those lives are required.

)Ve anticipate depreciation expense of approximately $8200 million to $8400 million and amortization expense ofapproximately $5100 million for 2011.
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h_tangibles
Our indelinite lived intangibles consist of goodwill and trade name, which resulted from the purchase of ILEC properties. We test for impairment of these

or more Ire uentl as c rot mstsnces warrant. We test for goodw npa'rment at the "operating segment" level, as that tennis definedin
assets annually, q Y' , - • , .. ...,.-.r..._t_.,,, n.r .n n_ segments (reDOrtlnl_ units) mcreaseca trom J tat tJeeemoer
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._,, ..v.,.._ .o _. _e.IeC._v_ .o......_.,-_:-.,. .... _.:_.. ,t...t._... in our o,_erarin_' seoments, we reviewed our goodwill impairment test oy comparing me
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EBITDA multiples for each reportingunit to their carrying values noting that no impmrment indicator was present• No potentmt mCpalrmeut was mulcatea

a _d to further analysis was deemed necessary.

LEG re ert'essharesim areconomiccharac er s csandasaresult we aggregate our five operating segments into one reportable segment, Each

oA_lt_f_tet_o IL nePal Pe_nortin_ t n s s an operating segmen Tle first step in the guodwill impairment test comparesthe carrying valueof net at_S_otScOftehn_

r°e_po_ing unit to-it_ _-a[r vah_e, in determmmg fair vahte of goodwill at December 31, 2010, we compared fue net t_oot¢ vame °t me reporung Unh '-
• les of LEC re er es as we as reconciled fuese vat es to the rad ng va es of our pt b c y raded conunon stock• Additionally, we utilized a

trading mu!trp . P ¢iPlvltv The result of S first steu iodicated that fair value of each reporting unit exceeded the carrying value of such reporting
range orprtces o gauge sel ........ _ ............. , . -
units, As a result, the second step of tile goodwill impairment test was not reqmrea.

Goodwill by reporting unit (operating segment) at December 31,2010 is as fuIIows:

Reportinl_ Units

($ in thousands) Northeast Southeast. West Central Midwes_._t

Goodwill 81,098,211 $1,275,633 $l,525,687 $l,576,898 $815,765

r nsae on and the related ncrease n operating segments, we reorganized our management and operating strut0, re during the first quarter of
prior to the T a ' _ ....... _ ¢ r_rti_ and the rest of the East Reg on At that me, we determined that no
2009 o inchlde our Rochester market with our existing l'_ew turk o.a.e prey.:: ......... -: ' . .......
impairment was indicated at both December 3 , 2008 and March 31, 2009 for ether the East or Rochester reporting umts ann eomommg hem ttta no a er
the conclusion at either date.

1_ ir value in two wa s: l't marketplace company comparison based and (2) equ ty based ltiliziug our share price. Enterprise values for rural
We estimate a , !Y ( " if;.l_ _; ,.n_h flaw or EB1TDA Marketplace company comparisons and analyst reports support a range of values
ILEC properties are typleauy quo[eu as a mu.%._y.;,_TX-; --_- -_t. '_ -f the _oodwill [mnhirment test we define EBITDA as operating income plus

mu tlle of 6 o 6 5 rues annua zea 17.IJlLL$/A, For the purpos'. _, _ r • --around a 'p . .' ... . . , _ .,.- *.-:..,.t ..... qmates usin- 6 5 times EBITDA but also used lower EB1TDA mufuples to gauge t0.e
• and alrtOrttzatton we fie erlruneu IL_ t.t • va t_ ..o_ _ •deprectatto_t -" _ '- r i. ofe_cessnffairvalueover heearr_ngva esof hereportng mits. Additionally asecoodtestwas

sens v yof heestlmaeana setteetonmema-g ................. • ."
us not r uhhe marke eauity va _e or market cap a za on Market capltahzatlon (current market stock price times total shares outstanomg) ts a

performed, g-. P - ._- ,-i ...... _ . on_roborat n_ the 6 5 mes EBITDA valuation because we are singularly engaged in rural !LEC
pubhe market inotcator or equity ",atue a. ................. o • ., •

• ctiv es Our sock rice on December 31, 20 0 was $9,73 and when compared to the talr value using the EBtTDA multrple obtained auove,
operat!ng a , , , h,.¢,_ ..... Pld_'rntlnn of onv aoulicahle control premium. We also used lower per share stock prices to gauge the sensmv_ty of the
exceeoea s Icn '_ alue _._ ........ s ....... _'• -', ._ - , -_t T_¢_I mark_: ._nltMi_finn de erm ned n this manner is tuen al oea[e_l io

' its effect on the mar Ill of excess ra r vaule over me carrying wuUe. _,_0, ,,,. ...... v _"_7" _'- , • , ....
_l_tme_p_r_ d units based upon ea_ unit's relative share of consolidated EB1TDA, Our method of determining fair value has been cons,stently appnea ior me

furee years ending December 3 I, 2010,

Depreciation attd Amortization
tion of de reciation atd amort za on expense s based on the estimated economic useful lives of the underlying property., plant and equipment and

_aT_.e calcula .... h p assets An ndeDendent study updating the esti na ed remaining useful lives of our property, plant and eqmpment a sse!s ,s perfomled
Ia.en,_,___',""{-_" _,_'i'_e d nut u_e ful lives for Frontier legacy plant assets, and the plant assets of the Acqmrod Business, oasea on the stuay effective _,_^_.
a"_t""_" ................. . . - _ " - - r t tic/out _rttclv wa_ nerthrmod to develop the aopropr ate aeprec atlon rares oaseu on _IUlltt_t
20 0 For e lant asses of tile .Acqmrea t_uslness, an Inuepe ........... _ ••-- r---•- . . .._ -- -,. . . .. . ,, ..... _^_. _o_o ;o
existing rates, _v_lile also incorporating factors unique to the plant assets of the Acqmrea Business, | ne composite ¢aepreclauon rate for phi 13t_tttto z:o'_to 'o

7•6% as a result of he study.

• " n an estimated far value of $2 5 b on and an estimated useful life of nine years for the
Intangible assets aequ,!red m the Transac_on _ve_recorded baseddo_n r us hess customer I st For both classes of assets the "sum of the years digits"
residential custotlter nst_ as OlStlngUlsnet_ Item m_ ._ j ............ the b

was used to amort ze he n angib e asses which tracks more closely with the projec ed revenue stream of each asset class. Our Frontier legacy
methOdcustomeris'" :......,_._it'leo assets do not dlstinouisho between residential and b siness classes and the amortization periOd is' five years on the straight" -hue"

method. We periodically reassess the useful life of our intangible assets to determine whether any changes to those lives are required.

We anticipate depreciation expense of approximately $820•0 million to $840,0 milEon and amortization expense of approxlmatety $510.0 million for 2011,
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O/j'tgofniire Slicer Errongemenis
IYc do not maintain any off balance sheet arrangements, transactions, obligations or other mlationships with unconsolidated entities that uiouid be expected to
have a material current or hiture effect upon our financial statements.

/'stare Coimeiiments
A summary oFour future contractual obligations and comincrcial commitments as of December 31, 2010 is as follows:

Contractual Obligations;

(5 in rllolrsrlntls)

Total
Pa ment due b cried

2011 2012-2013 2014-2015 Thereafter
Long-term debt obligations,

excluding interest 5 8,326,994 $280,002 5 890,221 5 1,401,066 5 5,755,705

Interest on long-term debt

Operating lease obligations

Purchase obligations

7,098,592 652,903

109,052 45,722

119,180 68,087 31,572 12,993 6,528

62,882

1,255,196 1,082,483 4,108,010

Liability for uncertain tax positions
Total

7r»r»» I »k»r»»r
At December 31, 2010, we have outstanding performance letters of credit totaling $229.9 miflion.

Criiicalrlcrcirnitng Policies iiadEsiiornies
YVe review afl significant estiinatcs affecting our consolidated financial statements on a recurring basis and record the effect of any necessary adjustinent prior
to their publication. Uncertainties with respect to such estimates and assumptions are inherent in the preparation of financial statements; accordingly, it is
possible that actual results could differ from those estimates and changes to estimates cauld occur in the near term. The preparation of our financial
statements in conformity with U.S.GAAP requires managenient to make estimates and asmmptions that atfcct the reported amounts of amets and liabilities at
the date of the financial statements, the disclosure of contingent assets and liabilities, and the reponed amounts of revenue and expenses during the reporting
period. Estimates and judgments are used ivhen accounting for afloivance for doubtful accounts, impairment of long-lived assets, impairment oF intangible
assets, depreciation and amortization, pension and other postretirement benefits, income taxes, contingencies and purchase price allocaiions, among othem.

lvlanagement has discussed the development and selection of these critical accounting estimates with the Audit Committee of our Board of Directors and our
Audit Committee hss reviewed our disclosures relating to such estimates.

Allorvance far Donbrfirl rlcccimis
YVe maintain an allowance for estimated bad debts based on our estimate of our ability to collect accounts receivable through a review oFaging categories and
specitlc customer accounts. In 2010 and 2009, we had no "critical estimates" related to bankniptcies of telecommunications companies or any other
customers.

rtsser Einpoirsienr
tye mview long-lived assets to be held and used and long-lived assets to be disposed of, including customer lists, for inipairment whenever events or changes
in circunistances indicate that the carrying amount of such amets inay not bc recoverable. Recoverability of assets to be held and used is measured by
comparing the carrying amount of tbe asset to the future undiscounted net cash flows expected to be generated by the asset. Recoverability of assets held for
sale is measured by comparing the carrying amount of the assets to their estimated fair market value. If any assets are considered to be impaired, tbe
impairment is measured by the amount by which the canying amount of the assets exceeds the estimated fair value. Also, we periodically reassess the usel'ul
lives of our tangible and intangible assets to determine whether any changes are required. In 2010 and 2009, we had no "critical estimates" related to asset
impainnents.
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QI)ZBahmce Sheet Ar "age tents _ •

We do not maintain any oR-balance sheet arrangements, transactions, obligatfuns or other relationships with unconsolidated entities that would be expeetod to
have a material current or future effect upon our financial statements.

Ft#ttre Cotttmilmettis

A summary of our future contractual obligations and commercial commitments as of December 31, 2010 is as follows:

Contractual Obligations:

($ #1 thous_mds)

Long-term debt obligations,
excluding interest

Interest on Iongqerm debt

Operating lease obligations

Purchase obligations

Liability for uncertain tax positions
Total

Payment due by period
Total 2011 2012-2013 2014-2015 Thereafter

$ 8,326.994 $ 280.002 $ 890,221 $ 1,401,066 $ 5,755,705

7,098,592 652,903 1,255,196 1,082,483 4,I08,010

1I9,180 68,087 31,572 12,993 6,528

109,052 45,722 62,882 448

54T864 26r674 24rd66 3T724 -

$ 15r708r682 $ lr073T388 $ 2_264_337 $ 2_500r7l 4 $ 9t870r24 _

At December 3 I, 2010, we have outstanding performance letters of credit totaling $229.9 million.

Critical Accot#ttlng Policies and Estimates

We review all significant estimates affecting our consolidated financia s a ements o 1 a recurring basis and record the effect of any necessary adjustment nrior
to their publication. Uncertainties with respect o such es mates and assum,',tions are inherent n b .......... " = " _ -" " •

• . r _" UL_patatlUll t)t alnanclat statements; accorolngty, tt Is
poss=ble fuat actual results could differ from those estimates and changes o es imatus could occur n the near term The preparation of our ftnane a
statements in conformity with U.S. GAAP requ res management o make estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements, the disclosure of contingent assets and liab es, and the reported amounts of reven e and expenses during the reportin
period. Estimates and judgments are used when accounting for a owance for doub fu accounts im _;---. ^"_- ,' _ - " " -* - .-,g
asse s de r .... ' ea-:-_,_ vt Lung-tlVeu assets Impairment ol n angmle

p ec at on and an oft za on, pension and o her postret rement benefits, income axes, contmgeneles and purchase price al oeations, among others.

Management has discussed the development and selection of these critical accounting estimates with the Audit Committee of our Board of Directors and our
Aodit Committee has reviewed our disclosures relating to such estimates.

Allowance for Doubtftd Accounts

We maintain an allowance for estimated bad debts based on our estimate of our ability to collect accounts receivable through a review of aging categories and
spocifte customer accounts. In 2010 and 2009, we had no "critical estimates" related to banknlptuies of telecomm:micatlons companies or any othercustomers.

Asset Impairment

We review fung-lived assets to be held and used and ong- ived assets to be disposed of, including customer lists, for impairment whenever events or changes
in circumstances indicate that the carrying amount of such assets may not be recoverable. Recoverability of assets to be held and used is measured by
comparing the catwing amount of the asset to 0 e furore undiscounted net cash flows expected to be genera ed by 0 e asset. Recoverability of assets held for
sale is measured by comparing the carrying amoun of he assets to the rest mated fair market value. If any assets are considered to be impaired, fue
impairment is measured by the amount by which fue carrying amount of the assets exceeds tbe estimated fair value. Also, we periodically reassess the useful
!ires.of our tangible and intangible assets to determine whether any changes are required. In 2010 and 2009, we had no "critical estimates" related to asset
ln_palnllents.
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Creffir Facility
On Ivlarch 23, 2010, we entered into a $750 0 million revolving credit facility (tbe Credit Facility) tlmt became otfective on July I, 2010, concurrently with the
closing of the Merger and the termination of the Company's previously existing revolving credit t'acility. As of December 31, 2010, we had not made any
borrowings iitilizing this facility. The, terms of the Credit Facihty sre set forth in the Credit Agreement, dated as of isdarch 23, 2010, among the Company, the
Landers party thereto, and JPMorgan Chase Bank, N.A., as Administrative Agent (the Credit Agreement). Associated facility fees under the Credit Facility
will vary froin time to time depmiding an the Company's credit rating (as detined in the Credit Agreement) and were 0.625s/o per annum as of December 31,
2010. The Credit Facility is scheduled to terminate on January I, 2014. During the temt of the Credit Facility, the Company mny bonow, repay and rebotrow
fuads, and nniy obtain letters of credit, subject to customary borrowing conditions. Loans under the Credit Facility will bear interest based on the alternate
base rate or the adjusted LIBOR mte (each as determined in the Credit Agreement), at the Coinpany's election, plus a ruargin specitied in the Credit
Agreement based on the Compmiy's credit rating. Letters of credit issued under the Credit Facility will also be subject to fees that vary depending on the
Company's credit rating. Tire Credit Facility will be available for general corporate purposes but may not be used to fund dividend payments.

Covenants
The terms and conditions contained in our indentures, the Credit Agreement and the Letter of Credit Agreement include the timely payment of principal and
interest when due, the maintenance of our corporate existence, keeping proper books and records in accordance with U.S. GAAP, restrictions on the
incurrence of liens on our assets, and restrictions on asset sales and transfers, mergers and other changes in corporate controL IVe are not subject to
restrictions on the payment of dividends either by contract, rule or regulation, other than that imposed by the General Corporation Law of the State ot'

Delaware. Iiowever, we would be restricted under the Credit Agreement and the Letter of Credit Agreement from declaring dividends if an event of default
had occurred and was continuing at the time or would result from the dividend declaration.

Our $200.0 million term loan facility with the Rural Telephone Finance Cooperative (RTFC), which matures in 2011, the Credit Facility, and our S150.0
million and $135.0 million senior unsecured term loans, each contain a maximum leverage ratio covenant. Under those covenants, we are required to maintain
a ratio of (i) total indebtedness minus cash and cash equivalents (including restricted cash) in excess of $50.0 million to (ii) consolidated adjusted EBITDA (es
defined in the agreements) over the last four quarters no greater than 4.50 to I,

The Credit Facility, the Letter of Credit Facility snd certain indenuires for our senior unsecured debt obligations limit our ability to create liens or merge or
consolidate with other companies and our subsidiaries' ability to borrow funds, subject to important exceptions and qualifications.

As of December 31, 2010, wc were in compliance with all of our debt and credit facility covenants.

5Jrare Reps re)tore Prograars
There were no shares repurchased during 2010 and 2009 under share repurchase programs. During 200$, we repurchased 17,77$,300 shares of our common
stock at an aggregate cost of $200.0 million.

DI vidends
)Ve intend to pay regular quarterly dividends. Our ability to fund a regular quarterly dividend will be impacted by our ability to generate cash from operations,
1)ie declarations and payment of future dividends wilt be at the discretion of our Board of Directors, and will depend upon many factors, including our
financial condition, results of operations, growth prospects, funding requirements, applicable law, restrictions in agreements governing our indebtedness and
other factors our Board of Directors deems relevant. Effective July I, 2010, our Board of Directors set the annual cash dividend rate at $0 75 per share, subject
to applicable law and within the discretion of our Board of Directors.
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CreditF e io' _ '-" " "" .-'-'red Fac h,_ atbecaneeffeciveonJuyl 2010, coneurrentlywitbthe
O a $750 U m on revo v ng Cl_guIt iaclHty kttt_ '_- ,._:

On March 23, 2010 we entered ....... . nvavic, n_lv existin_ revolv n_ credit facility As of December 31 2010, we bad not matte any
cosing of e Merger and be erra na on or me Lolnpatty _ _,........ _ -.-- _ . - , _ ..........

T1 e erms of he Credit Facihty are set forth m the Credit Agree nen uated as olt'vlarcn zJ zulu among me _ompany, the
borrowings lizing tins faedlty. - ....... ," A t ¢th_ f'red;t A_,reement/ Associated fac ty fees under the Credit Facility

rv or an Case Banl¢ l_.A, as A_lmlnls_radve ._gen., ......... = .- o
Lenders party thereto, and JP g " _ an's credit rafin- _as defined n e Cred t Agreement) and were 0,625 Yo per annum as of December 31,
w va from netottmedepe angon ne_omp y _

ed o erm na e on January I 2014, During the erm of the Credit Faciltty, the Company may borrow, repay and rebotrow
2010. _e Credit Facdgy is schedt I - ' -.°,_iti.,,,_ to._n* under redit Fac ty w I bear interest based on the alternate
funds, and nlay obtain letters of eredtt, subject to customary oorrowlng _................... the C

• R rate each as determined in the Credit Agreement), at the Co npany's election plus a margin specitied in he Credit
base rate or the adjusted LIBO ( ,. e oat _, od u 1tier le Cred t FacilitY will also be s bject to fees mat vary _aepenamg on tne

tbasedon eCom all screotra ng Let_ersotcr .................. . o . .....
Agreemen .... "r ,. _P'._!Y, _.o;t;., will be available for _eneral corporate purposes hut may not be useo. to tuna atvmen0, payments.
Company s ereatt raring ...... t_.._,, .,,_...., _

q

Covenants ...... L- ,-._a:. A_.oemen t and the Letter of Credit Agreement nelude the timely payment of pfineipat and
' • e(1 in ot r lnoenRlres, tt|_ .._l_,.ll_ ,t_. • *The errns and co _dgmns contain , • - U S GAAP restnctmns on tile

interest when due, the maintenance of our corporate existence, keeping proper books and records m aceord,_nce w h
s and resr ctions on asset sales and ransfets mergers a d o her changes n corporate control. We are not subject to

incurrenee of ells on our asse , . . , .. .t.. ,t... "at m-osed b,' the Genera Coroorafion Law of the State of
- • f dividends either o contract, rule or regular on, other t an . I _ 1 ._ . _ _. orestr cons on the payment o Y . ' dividends _Ian event ot oetau

Delaware. However, we would be restricted under the Credtt Agreement and the Letter of Credit Agreement from declanng

had occurred and was continuing at the time or would result from the dividend declaration,

Our $200,0 million term loan facility with the Rural Telephone Finance Cooperative (RTFC), which matures in 2011, the Credit Facility, and our $150.0
n or tnsec red erm loans each conta n a maximum leverage ra o covenant, Under hose covenants, we are required to maintain

million and $135.0 million se . . , . , - ,' cl n_r ro_ r e ed cash) n excess of $50 0 million to (fi) consolidated adjusted EBITDA (as
a ratio of (i) total indebtedness minus casn ann casn equivalents t.mc..._..o ............ . •
defined in the agreements) over the last four quarters no greater than 4.50 to I.

he Credrt Facili the Let er of Credit Facility and certa n dentures for our senior unsecured debt obligations limit our ability to create liens or merge or
T " _ ty.., , .. _h_ittlnrle_' ability to borrow funds, subject o mportant exceptions and qualifications.
consol date w It otner eompames ann o ............

As of December 3 I, 2010, we were in compliance with all of our debt and credit faeifity covenants,

Share Rep rchase Programs
There were no shares repurchmed during 2010 and 2009 under share repurchase programs, During 2008, we repurehased 17,778,300 shares of our common

stock at art aggregate cost of $200.0 million,

Dividends ..... r.- "h. #,_A ..t _ r_nlar nuarter v d v dend will be impacted by our ab ty to generate cash from operations,
We intend o pay regular quarterly otvlaeno_, uur ao *s .......... =- - a _ , • • 'onsanda mentoffi, redi  de dsw heottbodiscre  ooofourBoardof or , o
The declara .. resPt_yr of o era ons, growlh prospects, funding requ rements, applicable law, restrictions in agree m.:-.. _.--Y-TT^--,_ t... sub;ect
financial condition, .... I_ _ _^.,_._ _r¢...,. I. -., 1 our Board of D rectors set tIle annual easia QlVl_en_t tare al ._u.tJ per sttat_
other factors our Boaro ot ulreetors ueems rely...., _.,_ ........ a., 2010,

to applicable law and within the discretion of our Board of Directors,
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On April 9, 2009, we conipletcd a rcgistcred otycring of SG00.0 million aggregate principal amount of 8,25'/s senior unsecured notes due 2014, The issue price
was 91.805$/v of the principal amount of thc nates. We received net proceeds ot'approximately $538.8 million from the offering after deducting underwriting
discounts and offering expenses. We used the net proceeds from the otfcring to repurchase outstanding debt, as described below,

On March 2S, 2008, we borrowed $135.0 inillion under a senior unsecured term loan facility that was established on March 10, 2008. The loan matures in
2013 and bears interest based on the prime rata or Landon Interbank 0tfered Rate (LIBOR), at our election, plus a margin which varies depending on our debt
leverage ratio. IVe used the proceeds to repurchase, during the fimt quarter of 2008, $128.7 million principal amount of the 2011 Notes and to pay t'or the
S6.3 inillion of premiuin on early retirement of those notes.

JJebi geffuciion
In 2010, we retired an aggregate principal mnount of $7 2 inillion of debt, consisting of $2 8 million of senior unsecured debt and $4 4 mitlion ot'rural utilities
service loan contracts.

In 2009, we retired an aggregate principal amount of $1,048.3 ntillion of debt, consisting of $1,047.3 million of senior unsecured debt, as described in morc
detail below, and $1.0 million of niral utilities service loan contracts.

During the fourth quarter oF 2009, the Conipany purchased snd retired, in accordance with the terms of the tender offer referred to abave, approximately
$564.4 million aggregate principal aoiount of the 2011 Notes and approximately $83.4 million aggregate principal amount of the 2013 Notes. The aggregate
consideration for these debt repurchases was $701.6 million, which was financed with the proceeds of the October 2009 debt otfering and a portion of the
proceeds of the April 2009 debt offering, each as described above. The repurchases in the tender offer resulted in a loss on the early retirement of debt of
approximateiy S53.7 million, which we recognized in the fourth quarter of 2009.

In addition to the debt tender offer, we used $388.9 million of the April 2009 debt offering proceeds to repurchase in 2009 $396.7 million principal ainount of
debt, consisting of $280 8 million of the 2011 Notes, S54 I niillion of our 7 875/v Senior Notes due January 15, 2027, $35 9 million of the 2013 iNotes, $16 0
million of our 7.125'/r Senior Notes due March 15, 2019 and $9.9 million oFour 6.80'/v Debentures due August 15, 2026. An additional $7.8 million net gain
was recognized and included in Other income (loss), net in our consolidated statements of operations for the year ended December 31, 2009 as a result of
these other debt repurchases.

In 2008, we retired an aggregate principal aniount of $144.7 million of debt, consisting of $128.7 million principal amount of the 2011 Notes, $12.0 million of
other senior unsecured debt and rural utilities service loan contracts, and $4.0 million of 5'/o Company Obligated Mandatorily Redeemable Convertible
Preferred Securities (EPPICS).

'ive may from time to time repurchase our debt in the open market, through tender offers, exchanges of debt securities, by exercising rights to call or in
privately negotiated transactions. We may also refinance existing debt or exchange existing debt for nmvly issued debt obligations.

Interest Rute Afonogemeirr
On January 15, 2008, we terminated all of our interest rate swap agreeinents representing $400 0 million notional amount of indebtedness associated with our
2011 Notes and 2013 Notes. Cash proceeds from the swap tenninations of approximately $15.5 niillion were received in January 2008. The related gain has
been deferred on tbe consolidated lialance sheet, and is being amortized into interest expense over the term of the associated debt. Ive recognized $1.0
million, $7.6 million and $5.0 niillion of deferred gain during 2010, 2009 and 2008, respectively, and anticipate recognizing an additional $1.0 million of
deferred gain during 2011. At December 31, 2010 aad 2009, we did iiot have any derivative instniments.

Letter o/ Credit Fccrylry
On September 8, 2010, we entered into a $190.0 million unsecured letter of credit facility. The terms of the letter of credit facility are set forth in a Credit
Agreeinent, dated as of Septeinber 8, 2010, aniong the Company, the Landers party thereto, and Deutsche Bank AG, New York Branch (the Bank), as
Administrative Agent and Issuing Bank (the Letter of Credit Agreement). The letter of credit was issued in its entirety as of December 31, 2010. The
commitmcnts under the Letter of Credit Agreement expire on September 20, 2011, with a Bank option to extend up to $100,0 million of the commitments to
September 20, 2012. The Company is required to pay an annual facility fee on the available commitment, regardless of usage. The covenants binding on the
Company under the terms of the Letter of Credit Agreement are substantially similar to those in the Company's other credit facilities, including limitations on
liens, substantial asset sales and mergers, subject to customary exceptions and thresholds. A letter of credit for $190.0 million was issued to the Ivest Virginia
Public Service Commission to guarantee certain of our capital investment comniitments in )vest Virginia in cannection with the Transaction.
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()ll April 9, 2009, we completed a registered offering of $600.0 million aggregate principal amount of 8.25% senior unsecured notes due 2014. Tbe issue price
was 91.805% of tile principal amoun of he notes. We received ne proceeds of approximately $538.8 million fro n be offering a_er deductin underw T
discounts and offering expenses. We used the net proceeds from the offering to repurchase outstanding debt, as described below, g n mg

On March 28, 2008, we borrowed $135.0 million under a senior unseeured term loan facility that was established on March 10, 2008. The loan matures in
2013 and bears interest based on tile prime rate or London lmerbank Offered Rate (LIBOR), at our election plus a mar_in wh ch varies de endin on our debt
_6v_m,g_)_io. e We t!sed the proceeds to rept_c!lase, during the first quarter of 2008, $128.7 million principal amoun_ of the 201l No esPand t g r,av tbr th,_
................ premlutll on early rettroment ottnose notes, r a *

Debt Reduction

In 2010, we retired an aggregate principal amon of $7.2 million of debt cons sting of $2.8 million of senior unsecured debt and $4.4 million of rural utilR esservice loan co tracts

In 2009, we retired an aggregate principal an o of $I 048.3 rail on of debt consisting of $1,047.3 million of senior unsecured debt, as described in nmre
t eta be ow, and $1.0 nillion of rural ut t es service loan contracts.

During the fourth quarter of 2009, the Company purchased and retired, in accordance with the terms of the tender offer referred to above, approximately
$564.4 million aggregate principal amount of e 20 Notes and approx na ely $83.4 m Ilion aggregate principal amount of the 2013 Notes. Tbe aggrega o

considemtio _ for these debt repurchases was $70 .6 m on, which was financed with the proceeds of the October 2009 debt offering and a portion of tbe
proceeds of tbe April 2009 debt offering, each as described above. The repurchases in the tender offer resulted in a loss on the early retirement of debt of
approximately $53.7 million, wbieh we recognized in the fourth quarter of 2009.

In addition to the debt tender offer, we used $388.9 million of e Apt 2009 debt offering proceeds to repurchase il_.2009 $396 7 m on principal amount of
debt, consisting of $280.8 million of the 2011 Notes, $54.1 million of our 7.875% Senior Notes due January 15, 2027, $35.9 million of tbe 2013 Notes, $16.0

million of our 7.125% Senior Notes due March 15, 2019 and $9.9 million of our 6.80% Debentures due August 15, 2026. An additional $7.8 million net gain
was recognized and included in Other income (loss), net in our consolidated statements of operations for the year ended December 3 I, 2009 as a result of
tbese otber debt repurcbases.

In 2008, we retired an aggregate principal amount of $144.7 million of debt, consisting ors 128 7 m on principal amo't nt of the 2011 Notes, $12 0 million of

_tmh_rsec_t_reun_t_eCU_dpd_b _ and rural utilities service loan contracts, and $4.0 million of 5% Company Obligated Mandatorily Redeemable'Convertible( ).

We may from time to time repurchase our debt in e open marke, rough tender offers, exchanges of debt seeurit es by exercising rights to call or in
privately nego iated transactions. We may also refinance existing debt or exchange ex sng debt for new y ssued debt obligations.

b*terest Rate z[_attagement

On January 15, 2008, we terminated all of our interest rate swap agreements representing $400.0 million notional amount of indebtedness associated with our

20I 1 Notes and 2013 Notes. Cash proceeds from the swap terminations of approximately $15.5 million were received in January 2008. The related gain has
been deferred on tbe consolidated balance sheet and s being amortized into interest expense over he term of the associated debt We recogn zed $i 0
million, $7.6 m on and $5.0 n on of deferred gain during 20 0, 2009 and 2008, respectively, and antic pate recognizing an additional $l.0 million of
deferred gain during 201 i. AtDecember31,2OIOand2OO9, wedidnothaveanyderivativeinstmments.

Letter of Credit Facilitp

On Seplember 8, 2010, we entered into a S190.0 million unsecured letter of credit facility. The terms of the letter of credit facility are set forth in a Credit

Agreement, dated as of September 8, 2010 anmng he Company he Lenders party hereto, and Deutsche Bank AG, New York Branch (the Bank), ,as
Admi is rative Agent and Issuing Bank (the Letter of Credit Agreement). The letter of credit was issued in its entirety as of December 31, 2010. The
commitments under tbe Letter of Credit Agreement expire on Sop ember 20 2011, web a Bank op on to ex end up to $100.0 million of the corrtm men s to

September 20, 2012. The Company is required to pay an annual facility fee on the available commitment, regardless ofl sage The covenants binding on the
Company under the terms of the Letter of Credit Agreement are substantially similar to those n the Company s other credit facilities, including limitations on

liens, substantial asset sales and mergers subject to customary exceptions and resho ds. A letter of credit for S 90.0 million was issued to the West Virg a
P Iblic Service Comm ss on o guarantee certa n of our capi al investment comm tments in West Virginia in connection with the Transaction.
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In connection with the 'fransaction, the Company undertook activities to plan and iniplement information systems convemions and other initiatives necessary
to effectuate the Merger, which occurred on July I, 2010. As a result, the Company incurred $137.1 million of acquisition and integration costs related to
iritegration activities during 2010.

Cash Flow used by Investing Activities

ilmlnisrrions
On July I, 2010, Frontier issued cmnmon shares ivith a value of $5.2 billion and made payments of $105.0 million in cash as consideration for the Acquired
Business. In addition, as part of the Transaction, Frontier assumed approximately $3.5 billion in debt.

Ciipirnl Erpendirrires
ln 2010, 2009 and 2008, our capital expenditures were $577.9 million (including $97.0 million of integration-related capital expenditures), $256.0 million
(including $25.0 million of integration-related capital expenditures) and $288.3 million, respectively. Capital expenditures in 2010 included S254.2 million
associated with the Acquired Business. 1Ve continue to closely scrutinize all of our aipital projects, emphasize return on investment and focus our capital
expenditures on areas and services that have thc greatest opportunities with respect to revenue growth and cast reduction, Vye anticipate total capital
expenditures of approximately $750 million to $7SO migion for 2011 related to our Frontier legacy properties and the Acquired Business.

In connection with the Transaction, the Company undertook activities to plan and implement systems conversions and other initiatives necessary to etfectuate
the closing, which occurred on July I, 2010. As a result, the Company incurred $97.0 million and $25.0 million of capital expenditures related to these
integration activities in 2010 and 2009, respectively.

Cash Plow used by and provided from Financing Activities

Issnnnce uf Debt Seciiriries
Ort April 12, 2010, and in anticipation of the Merger, the Verizon subsidiary then holding the assets of the Acquired Business completed a private offering of
$3.2 billion aggregate principal amount of senior notes. The gross proceeds of the otEering, plus S125.5 million (the Transaction Escrow) contributed by
Frontier, were deposited into an escrow account. Immediately prior to the Merger, the proceeds of the notes offering (less the initial purchasers' discount)
were released from the escrow account and used to make a special cash payment to Verizon, as contemplated by tbe Transaction, with amounts in excess of
the epeeist cash paynient and the initial purchasers' discount received by the Company (approximately $53.0 million). In addition, the $125.5 million
Transaction Escrow was returned to the Company.

Upon completion of the Merger, ive entered into a supplemental indenture with The Bank ofNew York hlellon, as Tnistee, pursuant to tvhich we assumed the
obligations under the senior notes.

The senior notes consist of $500.0 million aggregate principal amount of Senior Notes due 2015 (the 2015 Notes), $1.1 billion aggregate principal amount of
Senior Notes due 2017 (the 2017 Notes), $1.1 bigion aggregate principal amount of Senior Notes due 2020 (the 2020 Notes) and $500.0 million aggregate
principal amount of Senior Notes due 2022 (the 2022 Notes).

The 2015 Notes have an interest rate of 7.875'/i per annum, the 2017 Notes have an interest rate of 8.25/o per annum, the 2020 Notes lieve an interest rate of
8.50/o per annum and the 2022 Notes have an interest rate of 8.75'/ per annum. The Senior Notes were issued at a price equal to 100'/s of their face value. In
the third quarter of 2010, we completed an exchange offer for the privately placed Se~ior Notes for registered notes.

Upon completion of the irlerger, we also assumed additional debt of $250.0 million, including $200.0 million aggregate principal ainount of 6.73s/s Senior
Notes due February 15, 2028 and $50.0 million aggregate principal amount of 8 40'/s Senior Notes due October 15, 2029.

On October I, 2009, we completed a registered debt offering of $600.0 million aggregate principal amount of 8.125'/s senior unsecured notes due 2018. The
issue price was 98 4413' of the principal amount of the nates, and we received net proceeds of approximately $578 7 million from the offering affer deducting
underwriting discounts and offering expenses. Ive used the net proceeds from the offering, together with cash on hand (including cash proceeds from our
April 2009 debt offering described below), to finance a cash tender offer for our outstanding 9.250'/o Senior Notes due 2011 (the 2011 Notes) and our
outstanding 6.250'/s Senior Notes due 2013 (the 2013 Notes), as described below.
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(a) Liquidity and Capital Resources
As of December 31, 2010, we had cash aad cash equivalents aggregating $251 3 niiflion (excluding restricted cash of $187 5 million, representing funds set

aside for future broadband expansion nnd service quality initiatives). Our primary source of funds continued to be cash generated from operations. For the
year ended December 31, 2010, we used cash flow from operations and cash on hand to hmd afl of our casli investing aud tmaacing activiiies.

At December 31, 2010, we had a working capital deficienoy of $310.9 iniflion. )ye believe our operating cash flows, existing cash balances, and new
revolving credit facility will be adequate to tinance our working capital requireinents, hmd capital oxpenditures, inake required debt payments, pay taxes, pay
dividends to our stockholders in accordance with our dividend policy, pay our acquisition and integration costs and capital expenditures, and support our
short-term and long-term operating strategies through 2011, However, a number of factors, .including but not limited to, losses of access lines, pricing
pressure from increased conipetition, lower subsidy and switched access revenues and the impact of the current economic environment are expected to reduce
our cash genemted from operations. In addition, althoiigh we believe, based on information available to us, that the financial institutions syndicated under our
revolving credit facility would be able to fiilfifl their commitments to us, given the current economic environment, this could change in the fiiture. Further,
our below-investment grade credit ratings may also make it more difficult and expensive to refinance our maturing debt. As of December 31, 2010, we have
approximately $280.0 million and $1804 million of debt maturing in 2011 and 2012, respectively.

The consummation of the Transaction resulted in a combined company with significantly larger business operations and, consequently, greater working
capital, capital expenditure and other liquidity needs. Upon consummation of the Transaction, we assumed approximately S3.5 billion principal amount of
&lebt. As a result of our greater liquidity requirements, we entered into a new revolving credit facility which increased our line of credit to $750.0 million to
provide sutyicient flexibility to meet our liquidity needs.

Based on the level of debt incurred and the additional cash flows resulting from the Transaction, our capacity to service our debt has been significantly
enlmnced as compared to our capacity immediately prior to the Ivlerger, although our overall debt increased. At December 31, 20!0, the ratio of our net debt
to adjusted operating cash flow ("leverage ratio") was 2.98 times.

In addition, the FCC and certain state regulatory commissions, in connection with granting their approvals of the Transaction, specified certain capital
expcnditme and operating requirements for our business for specified periods of time post-closing. These requirements focus primarily on certain capital
investment commitments to three state regulatory commissions to expand broadband availability and speeds to at least 85sl of the households throughout the
acquired Territories with minimum speeds of 3 8 lbps by the end of 2013 and 4 Mbps by the end of 2015. To satisl'y afl or part of certain capital investment
commitments, ive phced an aggregate amount of $115.0 million in cash into escrow accounts and obtained a letter of credit For $190.0 million in the third
quarter of 2010. Another $72.4 million of cash in an escrow account, with an associated liability for the same amount, was acquired in connection with the
Merger to be used for service quality initiatives in the state of West Virginia. The aggregate amount of these escrow accounts and the letter of credit will
decrease over time as Frontier niakes the required capital expenditures in the respective states.

The Transaction provides for a post-closing calculation of working capitaL Frontier and Verizon have not finalized the results of this calculation nor the post-
closing adjustmcnt, if any. The final resolution of this process will not negatively impact Frontier s balance sheet or working capital.

Cash Flaw provided by Operating Activities

Cash flow provided by operating activities improved $479.5 million, or 659w in 2010 as compared to 2009. The improvement was primarily the result of
incremental cash flow from the Acquired Business.

Cash paid for taxes was $19.9 million, $59.7 million and $78.9 miflion in 2010, 2009 and 2008, respectively. Our 2010 cash taxes were lower than 2009 due
to the impact of bonus depreciation in accordance with the 2010 Tax Relief Act. IVe expect that in 2011 our cash taxes will be approximately $50 million to
$75 million. Our 2011 cash tax estimate reflects the continued impact of bonus depreciation under the Tax Relief Unemployment )nsurance Reauthorizatton,
and Job Creation Act of 2010.
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(a) Liquidity and Capital Resources

As of December 31, 2010, we had cash a_0dcash equivalents aggregating $251.3 million (excluding restricted cash of $187.5 million, representing funds set
aside for future broadband expansion and service quality initiatives) Our primary source of funds continued to be cash generated from operations. For the
year ended December 3 , 20l 0, we used cash flow t'rom operations and cash on hand to fund all of our cash investing and financing activities.

At December 31, 2010 we had a working cap a deficiency of $3 0 9 n on We bel eve our operating cash flows, existing cash balances, and new
revolving credit facility will be adequate to finance our working capital requ retnents, fired capital expenditures make req ired debt payments, oav taxes, pay
dividends to our stockholders in accordance w our dividend policy pay our acquisit on and n egration costs and cap a expend tures at_d support our
short-ter n and long-term opera ing strateg es t rough 201 l. However, a number of factors, -including but not limited to, losses of access lines, pricing
pressure from increased competition, lower subsidy and switched access revenues and the impact of the current economic environment are expected to reduce
our cash generated from operations. In addition, aItbough we believe, based on information available to us, that the financial institutions syndicated under our
revolving credit facility would be able to fulfill their commitments to us, given tbe current economic environment, this could change in the future. Further,
our below-investment grade credit ratings may also make more difficult and expensive to refinance our maturing debt As of December 31, 2010, we have
approxbnately $280.0 ndllion and $ I80.4 million of debt maturing in 2011 and 2012, respectively.

The consummation of the Transaction resulted in a combined company with significantly larger business operations and, consequently, greater working
capital, capital expenditure and other liq id ty needs. Upon const mma on of he Transac on we assumed approximateIy S3.5 billion pr neiual amou of
debt. As a result of our greatsr liquidity requirements, we en ered into a new revolving credit fae ty wbich increased our line of credit to $7_0.0 million to
provide sufficient flexibility to meet our liquidity needs.

Based on the level of debt incurred and the add tonal cash flows resul ing from he Transaction, our capacity to service our debt has been significantly
enbanced as compared to our capacity immediately prior to tl erv erger, a he gh our overafl debt increased. At December 3 I, 2010, the ratio of our net debt
o adjusted operat ng cash flow everage ratio ) was 2.98 times.

In addition, the FCC and certain state regulatory commissions, in connection with granting their approvals of the Transaction, specified certain capital

expenditure and operating requirements for o r business for spee fled periods of me post-closing. These requirements focus primarily on certain capital
investment commitments to three state regula ory commissions to expand broadband availability and speeds to at least 85_ of the households throughout the
acquired Territories with minimum speeds of 3 Mbps by he end of 2013 and 4 Mbps by the end of 2015. To satisfy all or part of certsin capital investment
commitments, we placed art aggregate amount of S115.0 million in cash into escrow accounts and obtained a e er of credit for $ 90.0 million in the third
quarterof2010-Another$72.4miltionofcashirtaneserowaecount, wihanassoeiated ab ty fur the same amount, was acquired in connection with tbo
Merger to be used for service quality initiatives in the sta e of West Virginia. The aggregate a rtuunt of these escrow accounts and the letter of credit will
decrease over t me as Frontier makes he required cap ta expenditures in the respective states.

The Transaction provides for a post-closing calculation of working capital. Frontier and Verizon have not finalized the results ofthls calculation nor file post-
closing adjustment, if any. The final resolution of this process will not negatively impact Frontier's balance sheet or working capital.

Cash Flow provided by Operating Activities

Cash flow provided by operating activit es mproved $479.5 million, or 65%, in 2010 as compared to 2009. The improvement was primarily the result of
neremental cash flow from the Acquired Business.

Cash paid for taxes was $19.9 million, $59.7 mitlion and $78.9 million irt 2010, 2009 and 2008, respectively. Our 2010 cash taxes were lower than 2009 due
to the impact of bonus depreciation in accordance with the 2010 Tax Rel ef Ac. We expect that in 2011 our cash taxes will be approximatel $50 m on o
$75 million. Our 201 l cash tax estimate reflects the continued impact of bonus depreciation under the Tax Relief, Unemployment Insurance _eauthorization,and Job Creation Act of 2010.
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Our ability to etl'actively manage our operations, operating expenses and capital expenditures, and to repay, reduce or refinance our debt;

Tfie erTects of changes in both general and local economic conditions an the markets that we serve, which can affect demand for onr products and
services, customer purchasing decisions, collectability of revenues and required levels of capital expenditures related to new construction of residences
and businesses;

The etfects of customer bankruptcies and home foreclosures, which could result in ditficulty in collection of revenues and loss of customers;

The effects of technological changes and competition on our capital expenditures and product and service offerings, including the lack of assurance that
oar network improvements will be suflicient to meet or exceed the capabilities and quality of competing networks;

The etfccts of increased medical, retiree and pension expenses and related funding requirements;

Changes in income tax rates, tax laws, regulations or rulings, or federal or state tax assessments;

The effects of state regulatory cash management practices that could limit our ability to tmnsfer cash among our subsidiaries or dividend funds up to the
parent company;

Our ability to successfully renegotiate union contracts expiring in 2011 and thereafleq

Declines in the value of our pension plan assets, which would require us to make increased contributions to the pension plan in 2011 and beyond;

Limitations on tlm amount ot'capital stack that we can issue to make acquisitions or to raise additional capital until July 2012;

Our ability to pay dividends on our common shares, which may be affected by our cash flaw from opemtions, amount of capital expenditures, debt
service requirements, cash paid for income taxes and liquidity;

The effects of any unfavorable outcome with respect to any currant or future legal, governmental or regulatory proceedings, audits or disputes; and

The effects of severe weather events such as hurricanes, tornados, ice storms or other natural or man-made disasters.

Any of the foregoing events, or other events, could cause financial information to vary from management's Forward-looking statements included in this
report. You should consider these important factors, as well as the risks set forth under Item I A. "Risk Factors, " in evaluating any statement in this report on
Form !0-K or otherwise made by us or on our behalf. The following information is unaudited and should be read in conjunction with the consolidated
financial statements and related notes included in this report. We have no obligation to update or revise these forsvard-looking statements and do not
undertake to do so,

Expected Cost Savings Resulting from thc glerger
Based on current estimates and assumptions, we expect to achieve significant cost savings as a result of the Merger, principally (I) by leveraging the
scalability of our existing corporate administrative functions and int'ormation teclmology and nctivork systems to cover certain former Acquired Business
functions and systems and (2) by intemalizing certain functions formerly provided by third-party service providers to the Acquired Business.

We estimate that our annualized cost savings ivill reach approximately $550 million by the end of 2012 as we implement a targeted list of initiatives. During
2010, we realized cost savings ot' approximately $140 million fram this target list, primarily by the elimination of costs related to the previous
otvnefs centralized services applicable to the Acquired Business, in addition to a number of other cost reduction initiatives like the elimination of outside
contractors. Our fourth quarter savings from the targeted initiatives list was approximately $76 million and equates to an annualized nm rate of approximately
$304 million. We expect to achieve annualized cost savings of approximately $400 miflion by the cnd of 2011 and $550 million by the end of 2012. The
realization of the additional annual cost savings is expected to be fully nchieved by the end of 2012, when the Acquired Business's network and information
technology systems and processes will be fully integrated with those of Frontier.

The foregoing future cost savings are based on our estimates and assumptions that, although we consider them reasonable, are inherently uncertain. These
expected cost savings are subject to significant business, econoniic, competitive and regulatory uncertainties and contingencies, all of which are difficult to
predict and many of which are beyond our control. See "Porward Looking Statements" above. As a result, there can be no assurance that these or any other
cost savings or synergies will nctually be realized.
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Our ability to effectively manage our operations, operating expenses and capital expenditures, and to repay, reduce or refinance our debt;

Tbe effects of cbanges in both general and local economic conditions on the markets that we serve, which can affect demand for our products and

services, customer purchasing decisions, collectability of revenues and required levels of capital expenditures related to new constructiort of residences

and businesses;

The effects or:customer bankruptcies and home foreclosures, which could result in difficulty in collection of revenues and loss of custumers;

Tbe effects of echno og ca cltanges and co ape it on o I our cap a expenditures and product and service offerings, including file lack of assurance tbat

our network improvements will be sufficient to meet or exceed the capabili ies and qua ty of tempe ing networks

The eftbets of increased medical, retiree and pension expenses and related funding requirements;

Cbanges in income tax rates, tax laws, regulations or rulings, or federal or state tax assessments; r

Tile effects of statu regulatory cash management practices that could limit our ability to transfer cash among our subsidiaries or dividend funds up to the
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Our ability to successfully renegodate union contracts expiring in 201I and therealter;

Declines in tbe value of our pension plan assets, which would require us to make increased contributions to the pension plan in 2011 and beyond;

Limitations on the amount of capital stock that we can issue tu make acquisitions or to raise additional capital until July 2012;

O r ability to pay d v deeds on our common shares, which may be affected by our cash flow from operations, amount of capital expenditures, debt

service requirements, cash paid for income taxes and liquidity

The effects of any unfavorable outcome with respect to any current or future legal, governmental or regulatory proceedings, audits or disputes; and

, The effects of severe weather events such as hurricanes, tornados, ice storms or other natural or man-made disasters•
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ltcnt 7. Alanagement's Discussion and Analysis of Flnaaclal Conditio a and lfesults of Operations

Fonvard-Looking Statements

This annual report on Form Ip-K contains fonvard-looking statements that are subject to risks and uncertainties that could cause actual results to differ
materially from ihose expressed or implied in the statements. Statements that are not historical facts are forward-looking statements made pursuant to the safe
lmrbor provisions of The Private Securities Litigation Reform Act of l995. IVords such as "believe, " "anticipate, " "expect" and similar expressions are
intended to identify forward-looking statements. Fonvard-looking statements (including oral representations) are only predictions or statements of cunent
plans, which we review continuously. Fonvard-looking statements may differ from actual fiiture results due to, but not limited to, and our future results may
be materially affected by, potential risks or uncertainties. You should understand that it is not possible to predict or identify all potential risks or
uncertainties. IVe note the follow'ing as a partial list:

Durability to successfully integrate the operations of the Acquired Business into Frontier's existing operations;

Tbe risk that the growth opportunities and cost synergies from the Transaction may not be fully realized or msy take longer to realize than expected;

Our indemnity obligation to Verizon for taxes which may be imposed upon them as a result of changes in ownership of our stock may discourage, delay
or prevent a third party froin acquiring control of us during the two-year period ending July 2012 in a transaction that stockholders might consider
I'avorable;

The effects of increased expenses incurred due to activities related to the Transaction and the integration of the Acquired Business;

Our ability to maintain relationships with customers, employees or suppliers;

The effects of greater than anticipated competition requiring new pricing, marketing strategies or new product or service offerings and the risk that we
wig not respond on a timely or profitable basis;

Reductions in the number of our access lines that cannot be otfset by increases in HSI subscribers and sales of other products and services;

The effects of ongoing changes in the regulation of the communications industry as a result of federal and state legislation and regulation, or changes in
the enforcement or interpretation of such legislation and regulation;

The effects of changes in the availability of federal and state universal funding to us and our competitors;

The etfects of competition from cable, wireless and other wireline caniers;

Durability to adjust successfully to changes in the communications industry and to implement strategies for growth;

Adverse changes in the credit markets or in the ratings given to our debt securities by nationally accredited ratings organizations, which could limit or
restrict the availability, or increase the cost, of financing;

Continued reductions in switched access revenues as a result of regulation, competition or technology substitutions;

Our ability to effectively manage service quality in our territories and meet mandated service quality metrics;

Our ability to successfully introduce new product offerings, including our ability to offer bundled service packages an terms that are both profitable to us
and attractive to customers;

Changes in accounting policies or practices adopted voluntarily or as required by generally accepted accounting principles or regulations;
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Item 7. Management's Discussion and Analysis of Financial Condfiton and Results of Operations

Forward-Looklng Statements

This annual report on Form 10-K contains futnvard-looking statements that are subject to risks and uncertainties that could cause actual results to differ

materially from those expressed or imp ed n the statemen s. Statements that are no h s orieal facts are f,om'ard-looking statements anade pursuant to the safe
barbor provisions of The Private Securities Litigation Reform Act of 1995. Words such as 'believe, anticipate, expect and similar expressions are
intended to identify forward-looking statements. For, yard-looking statements (including oral representations) are only predictions or statements of current

Pb_ans,which we review continuously. Fom,ard-looking statements may differ from actual futatre restdts due to, but not limited to, and our future resuhs may
materially affected by, potential risks or uncertainties. You sbould understand that it is not possible to predict or identify all potential risks or

uncertainties. We note fue follovglng as a partial list:

Our ability to successfully integrate the operations of the Acquired Business into Frontler's existing operations;

Tbe risk that the growth opportunities and cost synergles from the Transaction may not be fully realized or may take longer to realize than expected;

Our indemnity obligation to Verizon for taxes which may be imposed upon them as a result &changes in ownership of our stock may discourage, delay
or prevent a third party from acquiring control of is during the two-year period ending July 2012 in a transaction that stockholders might considerthvorable;

The effects of increased expenses incurred due to activities related to the Transaction and tbe integration of the Acquired Business;

Our ability to maintain relationships with customers, employees or suppliers;

willThenoteffeCtSrespond°fgreaterona timelythananlieipatedorprofitablec°mpetiti°nbasis;requiring new pricing, marketing strategies or new product or sea,ice offerings and tbe risk that we

Reductions in tbe number of our access lines that cannot be offset by increases in HSI subscribers and sales of other products and services;

lheTbeenforcementeffectsof ongoingorinterpretationChangesinofsuchtheregUlegislationlationof andthecommunicatiOnSregulation;industry as a result of federal and state legislation and regulation, or changes in

The effects of cbanges in the availability of federal and state universal funding to us and our competitors;

The effects of competition from cable, wireless and other wireline carriers

Our ability to adjust successfully to changes in the communications industry and to implement strategies for growth;

Adverse ehanges in tbe credit markets or in the ratings given to our debt securities by nafionaI[y accredited ratings organizations, which could limit or
restrict tbe availability, or increase the cost, of financing;

Continued reductions in swltehed access revenues as a result of regulation, competition or technology subsfuutions;

Our ability to effectively manage service quality in our territories and meet mandated service quality metrics;

Our ability to successfully introduce new product offerings, including our ability to offer bundled service packages on terms that are both profitable to usand afiraetive to customers;

Changes in accounting policies or practices adopted vohmtarily or as required by generally accepted accounting principles or regulations;
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lien& 6. Selected Financial Datn

The following tables present selected historical consolidated financial information of Frontier for the periods indicated. The selected historical consolidated
tinancial information ot'Frontier as of and for each of the five fiscal years in the period ended December 31, 2010 has been derived from Frontier's historical
consolidated tinancial ststcrnents. The selected historical consolidated financial information as of December 31, 2010 and 2009 and for each of the three
years ended December 31, 2010 is derived from the audited historical consolidated financial statements of Frontier included elseivhere in this Form 10-
K. The selected historical consolidated financial infoimation as of December 31, 2008, 2007 and 2006 and for each of the years ended December 31, 2007
mul 2006 is derived from the audited historical consolidated financial statements of Frontier not included in tltis Form IO-K.

(5 in thousands, except per shore oriioarus)

Revenue&i&
Income fram continuing operations &z&

Net income attributable to common shareholders of Frontier
Basic income pcr share of common stock

from continuing operations &»

Earnings attributable to common shareholders of Frontier
per basic share &ii

Enniings attributable to common shareholders of Frontier
per diluted share &»

Cash dividends declared (bnd paid) per common share

2010 2009
Year Ended December 31

7008
$3,797,675 S 2, 117,894
$ 155,717&0 5 123,18&0&$152,673 5 120,783

5 2,237,018 5$184,274 $
S 182,660 5

$0.230& 5 0.38F&
5 0.875 $1,00

5 057 $
5 1.00 5

As of December 31

S 0.23&» 5 0.38&0 5 0.57 5

5 0.230& $0.38&0 5 0.57 5

2007
2,288,015&4&

216,514&&&

214,654

2006
5 2,025,367
5 258,321 t&&

5 344,555

0.64&»xs&

1.00
5 1.06 0»
5 1.00

0.64«xs& 5 0.78 &s&

0.64«xs& 5 1.06 &s&

2010 2009 2008 2007 2006
Total assets
Long-tenn debt
Total shareholders' equity of Frontier

5 17,890,230
5 7,983,693
5 5,196,740

5 6,878,255
$4,794, 129
$327,611

5 6,888,676 5 7,256,069
S 4,721,685 S 4,736,897
5 519,045 5 997,899

5 6,797,536
$4,467,086
5 1,058,032

Operating results include activities for the Acquired Business from the date of its acquisition from Verizon on July I, 2010, and
for Commomvealth Telephone Enterprises, lnc. (Commonivealth or CTE) irom the date of its acquisition on iilarch 8, 2007 and
for Global Valley Neuvorks, Inc, and GVN Services (together GVN) from the date of their acquisition on October 31,2007.
Operating results exclude activities for Electric Lightwave, LLC (ELI) for 2006. In 2006, we sold our CLEC business, ELI, for
$255.3 million (including the sale of associated real estate) in cash plus the assumption of approximately $4.0 miflion in capital
lease obligations. &Ve recognized a pre-tax gain on the sale of ELI of approximately $116.7 million. Our after-tax gain on the
sale was $71.6 million.
Operating results include the pre-tax impacts of losses on retirement of debt or exchanges of debt of $45.9 million ($28.9
inillion afler tax or $0,09 per sharc), $6.3 million ($4.0 million afler tax or $0.01 per share), $18.2 million (Sl 1.5 million afler
tax or $0.03 per share) and $2.4 million ($1.5 million after tax or $0.01 per share), for 2009, 2008, 2007, and 2006, respectively.
Revenue for 2007 includes tire favorable one time impact of $38 7 million ($24id m iflion after tax or $0 07 per share) tor a
significant favorable settlement of a carrier dispute.

&s& Operating results for 2007 reflect the positive pre-tax impact of a pension curtailment gain of $14.4 million ($9.1 million atter
tax or $0.03 per share), resulting from the freeze placed on certain pension benetits of the former CTE non-union employees.

n& Operating results for 2006 reflect the favorable pre-tax impact of a $61.4 million ($38.7 million after tax or $0.12 per share)
gain recognized on the liquidation and dissolution of Rural Telephone Bank.
Operating results include pre-tax acquisition and integration costs of$137.1 miflion ($85.7 million after tax or $0.13 per share)
and $28.3 million ($17,8 million after tax or $0.06 per sharc) for 2010 and 2009, respectively.
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Item6. Selected Financial Data
" ' ' ' Tile selected bistorlcal consolidated

Tbe following tables present selected historical consolidated financial information of Frontier for tbe permds indicated.
llnancial information of Frontier as of and for each of the five fisea years in the period ended Dece nber 3 i, 20 0 has been derived from Fron ter s his ortca
consolidated financial statements. Tile selected historical consolidated financial information as of December 31, 2010 and 2009 and for each of the three

years ended December 31, 2010 is derived from the audited historical consolidated finaneiai statements of Frontier included elsewhere in rids Form 10-
K. The selected historical consolidated financial infoi'mation as of December 31, 2008, 2007 and 2006 and for each of tbe years ended December 31, 2007
and 2006 is derived from the audited bistorical consolidated financial statements of Frontier not included in Ibis Form IO-K.

(S in thousands, except per share amounts)

Revenue (It
Income from continuing operations (2)
Net income attributable to common sbarehotders of Frontier 5 152,673 $ 120,783
Basic income per sbare of common stock

from continuing operations (3) 5 0.23(7) $ 0.38(7/
Ean',ings attributable to common sbareboiders of Frontier

per basic share (3) $ 0.23(7) $ 0.38(7)
Earnings attributable to common shareholders of Frontier

per diluted sl_are (at $ 0.23(7) $
Cash dividends declared (hnd paid) per common share 5 0.875 $

Year Ended December 311

2010 2009 2008 2007 2006

"5 3,797,675 5 2,117,89--"_ _ _(4)
$ 155,717(7) 5 i23,i81(7) $ 184,274 S 216,5140) $ 258,321 (6)

5 182,660 $ 214,654 S 344,555

$ 0.57 $ 0.64(4_51 $ 0.78 if,)

$ 0.57 5 0.64(4_5) S 1.06 in)

0.38(7) 5 0.57 $ 0.64(4×51 5 1.06(6)
1.00 5 1.00 5 1.00 $ 1.00

As of December 3I_

2010 2009 2008 2007 2006

Total asseks _ _ _ _ 5 6,797,536
Long-term debt $ 7,983,693 $ 4,794,129 $ 4,721,685 $ 4,736,897 $ 4,467,086
Totalsharei_olders'equityofFrontier $ 5,196,740 5 327,611 $ 519,045 $ 997,899 $ 1,058,032

O) Operating results include activities for the Acquired Business from the date of its acquisition from Verizon on July l, 2010, and
for Connnonwealth Telephone Enterprises, Inc. (Commonwealth or CTE) from the date ofits acquisition on March 8, 2007 and
for Global Valley Networks, Inc. and GVN Services (together GVN) from the date of their acquisition on October 3 i, 2007.
Operatingres sexcudeactivifiesforElectrieLightwave, LLC (EL ) for 2006. n2006 we so d our CLEC business, ELl, for

(2) 255.3 tnil on including the sale of associated real estate) n cash plus the assumption of approximately 54.0 million in capital
_ase obiigation(_. We recognizedapre-tsxgainontbe sale of ELI ofapproximately$116.7milli°n. Our after-taxgalnonthe

sale was $71.6 million.
O) Operating rest ks nelude he pre-tax impacts of osses on ret rement of debt or exchanges of debt of 545.9 million (528.9

t claRet axor$009 pershare) 56.3 nfillion (54.0 million after tax or $0.0l per share),518.2 million(S11.5 millionaffer
ax or 50.03 per share) and 52.4 mi on (51.5 m on after tax or 50.01 per share), for 2009, 2008, 2007, and 2006, respectively.

(4) Revenue for 2007 includes t le favorable one-time impact of 538.7 m on (524.4 million after tax or $0.07 per share) for a
sign fieant favorable sert ement era cart er d spute.
O eratin results for 2007 reflect e pos ve pre-tax impact of a pension curia merit gain of $14.4 million (59.1 million after

(5) p ng .... . "-_- ._-^ ¢-o_zo -laced on certain nension benefi s of the former CTE non-union employees.
tax or _u u._ per s aret res lltlng tlUllt ul_ tl',,_ "., v t_ . . .

(6) Operat ng resu s for 2006 reflect tbe favorable pre-tax impact of a 561.4 mflhon (538.7 mflhon after tax or $0.12 per sham)
gain recognized on the liquidation and d ssoiution of Rural Telephone Bank.
Operating results inciudo pre-tax acquisition and ntegraflon costs of $137.1 million ($85.7 million alter tax or $0.13 per share)

IT) and 528.3 million (517.8 million after tax or $0.06 per share) for 2010 and 2009, respectively.
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ISSUER PURCHASES OF EQUITY SECURITIES

Period Total NumbcrofShares Purclwsed Avera e Price Paid er Share

October I, 2010 to October 31, 2010
Employee Transactions ttt

November I, 2010 to November 30, 2010
Employee Transactions ttt

December I, 2010 to December 31, 2010
Employee Transactions ttt

323 S

1,503 5

SN4

9.12

Totals October I, 2010 to December 31,2010
Employee Transactions ttt 1,925 5 S.99

Includes restricted shares withheld funder the terms of grants under employee stock cmnpensation plans) to offset minimum tas withholding
obligations that occur upon the vesting of restricted shares. The Company's stock compensation plans provide that the value of shares withheld shall
be the average at' the high and low price of the Company's common stock on the date the relevant transaction occurs.

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

ISSUER PURCHASES OF EQUITY SECURITIES

Period Tolal Number of Sbares Purchased Average Price Paid per Share

October 1, 2010 to October 31, 2010
Employee Transaelions (It

November 1, 2010 to November 30, 2010
Employee Transactions (1)

December 1, 2010 to December 3 I, 2010
Employee Transactions It)

323 S 8,44

99 $ 8.73

1,503 $ 9.12

Totals October 1, 2010 to December 31,2010
Employee Transactions tl) 1,925 $ 8.99

(])
Includes restricted shares withheld (under e ¢rms of grants ,_nder emp oyee stock co_ pensa ion plans) to offset minimum tax withholding
obligations tl at occur upon the vesting of restricted s rares. The Company's stock compensation plans provide that the value of sbares witbheld shall
be the average of the bigh and low price of the Company's common stock on the date tbe relevant transaction occurs.
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STOCKHOLDER RETURN PERFORNIANCE GRAPH

The following performance graph compares the cumulative total return of our comnlon stock to the S&P 500 Stock Index and to the S&P Telecommunication
Services Index for the fiveyear period commencing December 31,2005.
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The graph assuines that 5100 was invested on December 31,2005 in each ot'our common stock, the S&P 500 Stack Index and the S&P Telecommunication
Services Index and that all dividends were rc invested.

Com an l Index
Frontier Comnlunlcatlons Corporation
S&P 500 Index
S&P Telecommunication Services

INDEXED RETURNS
Base Years Ending

Period
12/05 12/06 12/07 12/00 12/09 12/10
100 126.34119.98 90.59 92.45128&9
100 115.79122.16 7696 9733111.99
100 136.80153.14106,45115.95137.94

The foregoi»g perfor»rnrrce graph arrd related /»forrnal/orr shall »ot be deeined "solici/ing material" or to be 'filed" wirh rlre SEC, »ore/rail sech /rrfornrariorr
hei»corpoioted by refererrce into o»y fiir»re fili»gs»nder ihe Sec»rilies dct of l933 or tlie Sec»riiies Exchange rtc/ sf l934, errch as ar»e»ded, except to /lie
ex/en 1 lre

specifically/�»corporate
i/ by reference iaio erich 3//i»g.

RECENT SALES OF UNREGISTERED SECURITIES, USE OF PROCEEDS FROM REGISTERED SECURITIES

None in tbe tourth quarter of 2010.
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STOCKHOLDER RETURN PERFORMANCE GRAPH

The tb owing performance graph compares the cumulative total return of our common stock to the S&P 500 Stock Index and to the S&P Telecommunication
Services Index for the five-year period commencing December 31, 2005.
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The graph assumes that $100 was invested on December 31, 2005 in each of our common stock, the S&P 500 Stock Index and the S&P Telecommunication

Services Index and that all dividends were reinvested.

Company / Index
Frontier Communications Corporation

S&P 500 Index
S&P Telecommunication Services

INDEXED RETURNS

Years Ending_aso

Period
12105 12106 12107 12/08 12109 12/10

100 126.34119.98 90.59 92.45128.49
100 115.79122.16 76.96 97.33111.99
100 136.80153.14106.45115.95137.94

am er or nance ra h and related information shall not be deemed "soliciting material" or to be "filed" with the SEC, nor shatlsuch i,tformatitol_t e
T,he foreg g pj rhf_' ..... _ /P ....... ;_n`re _in°s und_r the Securities Act _f _9 33 _r the Securities Krchange _ct _f19_4_ eacn as amenaea_ except t_
De iHcorpot*ate_l O) l'eJe_ t'tz_: Jl._ ¢ll*yd_, j, _ . .

extent we specifically incorporate it by reJerence rata suchJzhng.

RECENT SALES OF UNREGISTERED SECURITIES, USE OF PROCEEDS FROM REGISTERED SECURITIES

None in the fourth quarter of 2010.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder glatters and Issuer Purchases of Equity Securities

PRICE RANGB OF COMMON STOCK

Our common stock is traded on the New York Stock Exchange under the sytnbol FTR. The following table indicates the high and low intra-day sales prices,
as reported by the New York Stock Exchange, per share during the periods mdicated.

Hi h
2010

Low Hi h

2009
Low

First Quarter
Second Quarter
Third Quarter
Fourth Quarter

S 802 5 723 5 887 S 532
5 8.38 S 7.07 S 8,16 S 6.62$8.30 $6.96 $7.60 5 6.43
S 9 78 S 8.16 $8.57 5 7.12

As of Febntary 15, 2011, the approximate number of security holders of record of oor common stock was 707,715. This information was obtained from our
transfer agent, Computershare Inc.

DIVIDENDS

The amount snd timing of dividends payable on our common stock sre within the sole discretion of our Board of Directors. Fram the thirrt quarter of 2004
through the second quarter of 2010, we have paid a regular annual cash dividend of $1.00 per share of common stock paid quarterly. As announced on May
13, 2009 and eftective July I, 2010, the closing date of the Transaction, our Board of Directors set the annual cash dividend rate at $0.75 per share, to be paid
quarterly, subject to applicable law and within the discretion of our Board of Directors. Cash dividends paid to shareholders were approximately $529.4
million, $3124 million and $318,4 million in 2010, 2009 and 2008, respectively. There are no material restrictions on our ability to pay dividends. The
increase in aggregate dividends paid in 2010 retlects the increase in the number of shares outstanding as a result of the Transaction, otTset itt part by the
reduction in the amount of the dividend per share, as described abave, The table below sets forth dividends paid per share during the periods indicated.

2010 2009 2008

First Quarter
Second Quarter
Third Quarter
Fourlh Quarter

0.25 5 0,25 5 0,25
0.25 5 0.25 5 0.25

0.1875 $0.25 5 0.25
0.1875 5 0.25 5 0.25

FRONTIERCOMMUNICATIONSCORPORATIONANDSUBSIDIARIES
PARTI1

Item5. MarketforRegislrant'sCommonEquity,RelatedStockholderblurters and Issuer Purchases of Equity SecurlIles

PRICE RANGE OF COMMON STOCK

Our common stock is traded on the New York Stock Exchange under the s_mbol FTR The folIowing table indicates the high and low intra-day sales prices,
as reported by he New York Stock Exchange, per share during the periods indicated.

2010 2009

HiBh Low High Low

First Quarter $ 8.02 S 7.23 $ 8.87 S 5.32
Second Quarter $ 8.38 S 7.07 S 8.16 $ 6.62
Third Quarter $ 8.30 S 6.96 $ 7.60 $ 6.43

Fourth Quarter $ 9.78 $ 8.16 $ 8.57 $ 7.12

As of Febrtlary 15, 2011, the approximate number of security holders of record of our common stock was 707,715. This information was obtained from our
transfer agent, Computershare Inc.

DIVIDENDS

'Hue amount and timing of dividends payable on our common stock are within the sole discretion of our Board of Directors. From the third quarter of 2004
throughtheseeondquarterof2010, wohavepaidareguarannualcashdividendofS 00pershareofcommonstoekpadquartery As anrtounced on May

13, 2009 and effective July I, 2010, tbe closi g date of the Transaction, our Board of Directors set the annual cash dividend rate at $0.75 per share, to be paid
quarterly, subject to applicable law and within the d sere on of our Board of Directors. Cas d v dends paid to shareholders were approximately $529.4
!nillion, $312.4 million and $318.4 million in 2010, 2009 and 2008, respectively. Tbere are no material restrictions on our ability to pay dividends. The
increase m aggregate dividends paid in 2010 reflects the increase in the number of shares outstanding as a result of the Transaction, ofl'se part by the
reduction in the amount of the dlvidend per share, as described above. The table below sets forth dividends paid per share during the periods indicated.

2010 2009 2008

First Quarter $ 0.25 $ 0.25 $ 0.25
Second Quarter $ 0.25 $ 0.25 $ 0.25
Third Quarter $ 0.1875 $ 0.25 $ 0.25
Fourth Quarter S 0.1875 S 0.25 $ 0.25
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ROBERT J. LARSON has been with Frontier since July 2000. He ives elected Senior Vice Prcsidcnt and Chief Accounting Ot'ticer of Frontier in December
2002. previously, he was Vice president and Chief Accounting OAicer from July 2000 to December 2002. prior to joining Frontier, he was Vice president
and Controller ofCentury Communications Corp.

DAN IF L J. McCARTHY has been with Frontier since December 1990. He is currently Executive Vice President and Chief Operating OBicer. Previously, he
ives Senior Vice President, Field Operations from December 2004 to December 2005. He was Senior Vice President Broadband Operations from January
2004 to December 2004, president and Chief Operating OFicer of Fdectric Lighuvave from January 2002 to December 2004, president and Chief Operating
Otficer, Public Services Sector from November 2001 to January 2002, Vice President and Chief Operating Officer, Pablic Services Sector froin March 2001
to November 2001 and Vice President, Citizens Arizona Energy from April 1998 to March 2001.

CFCILIA K. McKENNEY has been with Frontier since February 2006. She is currently Executive Vice President, Human Resources and Call Center Sales
A Service. previously, she was Senior Vice president, Human Resources from February 2006 to Februsr'y 2008. prior to joining Frontier, she was Group
Vice Presidmit, Headqiiarters Human Resources, of The Pepsi Bottling Group (PBG) from 2004 to 2005. Previously at PBG Ms. McKenney was Vice
President, Hcailquarters Hmnnn Resources fram 2000 to 2004,

NIELliNDA WHITE has been with Frontier since January 2005. She is currently Executive Vice PreBdent, Revenue Development. Previously, she was
Fxecutive Vice Presidwtt and Geneml Mmisger, Marketing and New Business Operations from November 2009 to December 2010. Prior to that, she wss
Senior Vice President and Geneml Manager, blarketing and New Business Operations from July 2009 to November 2009. Ms. White wss Senior Vice
President and General Manager of iNew Business Operations from October 2007 to July 2009 and prior to that, Senior Vice President, Commercial Sales and
Marketing from January 2006 to October 2007. Ms. White was Vice President and General Manager of Electric I,ightwave Rom January 2005 to July
2006. Prior to joining Frontier, she was Executive Vice President, National Accounts/Business Development for Wink Communications from 1996 to 2002.
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ROBERT J. LARSON has been with Frontier since July 2000. He was elected Senior Vice President and Chief Accounting Officer of Frontier in December
2002. Previously, he was Vice President and Cbief Accounting Officer from July 2000 to December 2002. Prior to joining Frontier, he was Vice President
and Controller of Century Communications Coo.

DANIEL J. McCARTHY has been witb Frontier since December 1990. He is currently Executive Vice President and CbiefOperating Officer. Previously, be
• s'dent Field O era_ions from December 2004 to December 2005. He was Sen or Vice President Broadband Operations _om January

was Senior Vice Pres., . • P _ r_ ,:.f Or,_.r.-,n_"Officer of Electric Li_ ltwave from January 2002 o December 2004 President and Cblef Opera_ng
2004 to Decemoer 2uu4 I'restaent anca _ v-v v....... o - .
Officer. Public Services Sector from November 2001 to Janua_ 2002, Vice President and Chief Operating Officer, Eubhe Services Sector Ii'om March Z.OVL
to Novetr, ber 2001 and Vice President, Citizens Arizona Energy from April 1998 to March 2001.

CECILIA K. McKENNEY has been with Frontier since February 2006• She is currently Executive Vice President, Human Resources and Call Center Sales
.... o ..... ffr.-_ _'ehnrarv 2006 to Febmab,' 2008 Pr or o joining Frontier she was Group

• sl she was Sen or V ce _vrestaent r_uman ..e.so ............... -.. _ . • ..
& Service: Prevlou y, _ o,_ p ; _q.ftlln_, (]ronn (PBG'I 2004 o 2005 Prevtoust at PBG Ms. McKenney was vtce
Vice President, Headquarters Human Resources, or the .eps ......... o ..... r - . from . Y
President, Headquarters Human Resources from 2000 to 2004.

MELINDA WHITE has been with Frontier since Jamlary 2005. She is currently Executive Vice President, Revenue Development. Previously, she was
Executive Vice President and General Manager, Marketing and New Business Operations from November 2009 to December 2010. Prior to that, she was

nt and General Manaoer iVlarketing and New Business Operations from July 2009 to November 2009. Ms. Wbite was Senior Vice
Senior V ce Preside " °, " Sen or V ce President Conunerc al Sales and
President and General Manager of New Business Operations from October 2007 to July 2009 and prior to that,

' Janua 2006 to Oe ober 2007. Ms. W e was Vice President and General Manager of Electric Lightwave from January 2005 to July
Market_n[_ from ;-'n- FrYrrontiershe was Executive Vice President, Na tonal Accounts/Business Development for Wink Communications from I996 to 2002
z.vuu, ir or_oJo_._ _ _
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lteni 4. Submission of iglaitcrs to a Yote of Security Holders

None in the t'ourth quarter of 2010.

Executive Omcers of the Registrant

Our Executive Officer as of Febntary I, 2011 were;

Name
ivlaty Agnes Wilderotter
Donald R, Shassian
Kathleen Q. Abemathy
Peter B. Hayes
Robert J. Lemon
Daniel J. McCarthy
Cecilia K. McKcnney
ihtelinda White

Agc Current Position and Officer
56 Chairman of the Board, President and Chief Executive Oificer
55 Executive Vice President and Chief Financia!ORicer
54 Chief Legal OtEicer and Executive Vice Prmident, Regulatory and Government Affairs
53 Executive Vice President, Commercial Sales
51 Senior Vico President snd Chief Accounting Officer
46 Executive Vice President and Chief Operating Ofticcr
4S Executive Vice President, Human Resources and Call Center Salm Fc Services
51 Executive Vice President, Revenue Developinent

There is no family relationship between directors or executive officer. The term of oftice of each of the foregoing ofticers of Frontim wig continue untiL the
next annual meeting of the Board of Directors and until a successor hss been elected and qualified.

lvIARY AGiqES WILDEROTTER has been with Frontier since November 2004, She was elected President and Chief Executive Officer in Nevember 2004
and Chairman of the Board in December 2005. Prior to joining Frontier, she was Senior Vice President - Worldwide Public Sector of Microsoff Corp. from
February 2003 to November 2004 and Senior Vice president - XVorldwide Business Strategy of Microsoft Carp. from 2002 to 2004. Before thnt she was
President and Chief Executive OEicer of IVink Communications from 1997 to 2002.

DONALD R. SHASSIAN has been with Frontier since April 2006. He is currently Executive Vice President and Chief Financial Office. Previously, he was
Chief Financial Officer from April 2006 to February 2008. Prior to joining Frontier, Mr. Shassian had been an independent consultant since 2001 primarily
providing M%A advisory services to several organizations in the communications industry. In his role as independent consultant, Mr. Shassian also served as
Interim Chief Financial Officer of the Northeast region of Health Net, Inc. for a short period of time, and assisted in the evaluation of acquisition, disposition
and capital raising opportunities for several companies in the communications Industry, including ATILT, Consolidated Communications and smaller
companies in the niral local exchange business. Ivlr. Shassian is a certified public accountant, and served For 5 years as the Senior Vice President and Chief
Financial Otyicer of Southern New England Telecommunications Corporation and for more than 16 years at Arthur Andersen, where his last position was as
Partner in Charge of the North American Telecom Industry.

KATHLEEN Q. ABERNATHY joined Frontier's management team in lvlarch 2010 as Chief Legal Offlcer and Executive Vice President, Regulatory and
Government Aft'airs, atler serving ns a member of Frontier's Board of Directors from April 2006 to March 2010. From October 2008 to March 2010, Ms.
Abernathy was a partner at the Iaw finn of Wilkinson Batker Knauer, LLP. Prior to that time, she was a partner at the law finn of Akin Dump Strauss Hauer
A Feld LLP from lvtarch 2006 to October 2008. From June 2001 to December 2005, she served as Commissioner at the Federal Communications
Commission. Prior to tliat time, she ives Vice Presiderit, Public Policy at Broadband Offlce Communications, Inc. , a provider of commercial communications
services, from 2000 to 2001.

PETER B. HAYES has been saith Frontier since Febnmry 2005. He is currently Executive Vice President, Commercial Sales. Previously, Mr. Hayes was
Executive Vice President, Sales, ivlarketing and Business Development tiom December 2005 to August 2009 and prior to that, Senior Vice President, Saks,
Ntarketing and Business Development from February 2005 to December 2005. prior to joining prontier, he was associated with Microsott Corp, and served
as Vice President, Public Sector, Europe, Ivliddlc East, Africa from 2003 to 2005 and Vice President and General Manager, Microsoh U.S. Government from
1997 to 2003.
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Bern 4. Snbmlsston of t'_latters to a Vote ofSeeurlty llolders

None in the lburth quarter of 2010.

Executive Officers of the Registrant

Our Executive Officers as of February l, 2011 were:

Name Age

Mary Agnes Wilderotter 56
Donald R. Shassian 55

Kathleen Q. Abernathy 54
Peter B. Hayes 53
Robert J. Larson 51

Daniel J. McCarthy 46

Cecilia K. McKenney 48
Melinda White 51

Current Position and Officer

Chairman of the Board, President and Chief Executive Officer
Executive Vice President and Chief Financial Officer

Chief Legal OlScer and Executive Vice President, Regulatory and Government Affairs
Executive Vice President, Commercial Sales

Senior Vice President and Chief Accounting Officer
Executive Vice President and Chief Operating Officer
Executive Vice President, Human Resources and Call Center Sales & Services

Executive Vice President, Revenue Development

There is 11o family relationship between directors or executive officers. The term of office of each of the foregoing officers of Frontier will continue until the
next annual meeting of the Board of Directors and until a successor has been elected and qualified.

MARY AGNES WILDEROTTER has been with Frontier since November 2004. She was elected President and Chlef Executive Officer in November 2004

and Chairman of the Board in December 2005. Prior to joining Frontier, she was Senior Vice President - Worldwide Public Sector of Microsoft Corp. from
February 2003 to November 2004 and Senior Vice President - Worldwide Bnsiness Strategy of Microsoft Corp. from 2002 to 2004. Before that she was
President and Chief Executive Officer of Wink Communications from 1997 to 2002.

DONALD R. SHASSIAN has been with Frontier since April 2006. He is currently Executive Vice President and Chief Financial Officer. Previously, he was
Chief Financial Ofticer from April 2006 to February 2008. Prior to joining Frontier, Mr. Shassian had been an independent consultant since 2001 primarily
providing M&A advisory services to several organizations in the communications industry. In his role as independent consultant, Mr. Shassian also served as

Interim Chief Financial Officer of the Northeast region of Health Net, Inc. for a short period of time, and assisted in the evaluation of acquisition, disposition
and capital raising opportunities for several co npan es n he eommun cations industry, inehtding AT&T, Consolidated Communicat ons and smaller
companies in the ruratloeal exchange bus hess /V r. Shassian is a certified public accountant, and served for 5 years as the Senior Vice President and Chief

Financial Officer of Soulhem New England Telecommun ca ons Corpora on and for more than I6 years at Arthur Andersen, where his last position was as
Partner in Charge of the North American Telecom Industry.

KATHLEEN Q. ABEP, NATHY joined Frontier's management team in lVlarch 2010 as Chief Legal officer and Executive Vice President, Regulatory and
Government Affairs, after serving as a member of Frontier's Board of Directors from April 2006 to March 2010. From October 2008 to March 2010, Ms.
Abernathy was a partner at the law firm of Wilkinson Barker Knauer, LLP. Prior to that time, she was a partner at the law finn of Akin Gump Strauss Hauer
& Feld LLP from iVlarch 2006 to October 2008. From June 2001 to December 2005, she served as Commissioner at the Federal Communications
Commission. Prior to that time, she was Vice President, Public Policy at Broadband Office Communications, Inc., a provider of commercial communications
services, from 2000 to 2001.

PETER B. HAYES has been with Frontier since Febnlary 2005. He is currently Executive Vice President, Commercial Sales. Previously, Mr. Hayes was
Executive Vice President Sales, Marketing and Business Development from December 2005 to August 2009 and prior to that, Senior Vice President Sales

N arket ng and Business Development from February 2005 to December 2005. Prior to joining Fron ier, he was associated w th M crosoft Corp. and served
as Vice President, Public Sector, Europe, Middle East, Africa from 2003 to 2005 and Vice President and General Manager, Microsoft U.S. Government from1997 to 2003.
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Risks Related to 'fechnology

ln tire fitters, as coaipetltlon hrtensifies ivl tltln onr tnnrkets, we may be rmnble to racer the teclniologl eel treeds or espectatl orts ofoar ctisrorners,
nad enny lose cnstomers os ti resllla

The communications industry is subject to significant changes in technology. If we do not rcplacc or upgrade technology and equipment, we may
be unable to compete etYcctively because we will not be able to meet the needs or expectations of our customers. Replacing or upgradr'ng the combined
infrastnicture could result in significant capital expenditures.

In addition, rapidly changing technology in the communications industry may influence our customers to consider other service providers. Por
example, we may be unable to retain customers who decide to totally replace their wireline relephone service with wireless telephone service. We may be
unable to attract or retain new customers from cable companies due to their deployment of enhanced broadband and VOIP technology. In addition, new
capacity services for wireless broadband technologies may permit our competitors to offer broadband data services to our customers throughout most or all of
our service areas.

Item IB. Unresolved Staff Coniments

None,

Item 2. Properties

Our principal corporate offices arc located in leased premises at 3 High Ridge Park, Stamt'ord, Connecticut 06905.

Operations support offices are currently located in leased premises at 180 South Clinton Avenue, Rochester, New York 14646, at 100 CTE Drive, Dallas,
Pennsylvania 18612 and at 2200 West Airfield Dock E North, Dallas Fort tvorth Airport, Texas 75261. Celt center support offices are currently located in
leased or owned premises at 14450 Bumhaven Drive, Bnmsville, Minnesota 55306, 1398 South IVoodland Blvd. , Del.and, Florida 32720, 1800 4 la Street,
Everett, IVA 98203, 1500 MscCorkle Avenue, Charleston, IVV 25303, 8001 W. JetYerson Blvd. , Fort IVayne, IN 46804 and 1300 Columbus-Sandusky Road
North, Marion, OH 43302. In addition, we lease and own additional space in our operating markets throughout the United States for operations support and
call center support.

Our telephone properties include: connecting lines benvecn customers' premises and the central offices; central office switching equipment; fiber-optic and
microwave radio facilities; buildings and land; snd customer premise equipment. The connecting lines, including aerial and underground cable, conduit, poles,
wires and microwave equipment, are located an public streets and highways or on privately oivned land. IVe have permission to use these lands pursuant to
local governmental consent or lease, permit, franchise, ause ment or other agreement.

The plants and properties (owned or leased) operated by Frontier and its subsidiaries are maintained in goad condition and are believed to be suitable and
adequate for our present needs.

Item 3, Legal Proceedings

See Note 20 of the Notes to Consolidated Financial Statements included in Part IV of lhis report.

We are party to various legal proceedings nrising in the norma( course of our business covering a wide range ot'matters or types of claims including general
contract, rights of access, tax, consumer protection, trademark and patent infringement, employment, regulatory and tort. Litigation is subject to uncertainty
and the mitcome of individual matters is not predictable. However, we believe that thc ultimate resolution of ell such matters, after considering insurance
coverage or other indemnities to which we are entitled, will not have a material effect on our tinancial position, results of operations, or our cash flows.
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RisksRelatedto Technology

It: the future, as con:petition in!ensifles within our markets, we may be unable to meet the technological needs or _pectations ofour customers,

and may lose customers as a result.

' " ' St is sub'eet o si nificant changes r_ echno ogy f we do not replace or upgrade technology and equipment, we may
The commt n cations mdu ry 9 _ ............... ,; .... F ..... . ers Renlacin_ or uDarad ng the combined

be t nable o compe e effectively because we wdl not 130 aote to nlee_ ine neeu_ u_ e.-.Fgt_t.a,,v-_ v. _... _.stom . _ _ -_

infrastructure could result in significant capital expenditures,

hun n ec nolo_.v I he communications industry may nfluence our cus oriels to consider other service providers. For
n addition, rapidly c g g _ - ,- '- " li _. t_l_nhone service wi h w re ess telephone service We may be

example, we may be unab e to re a n customers who dectae to totally replace mel[ wlre,.n ..... .- .......... '.. •
omets from cable companies due to their dep oyment of e _hanced broadband and VOIP technology. In a_adttton, new

unable to attract or re a n new eust . , • ' tstomers throu hour most or a I of
capacity services for wireless broadband techrtologles may permit our competitors to offer broadband data services to our et g

our service areas.

Item lB. Unresoh'ed Staff Comments

None,

Item 2. Properties

Our principal corporate offices are located in leased premises at 3 High Ridge Park, Stamford, Connectleut 06905,

Operations support offices are currently located in leased premises at 180 South Clinton Avenue, Rochester, New York 14646, at 100 CTE Drive, Dallas,
Wes A rfield Dock E North, Dallas Fort Worth Airport, Texas 75261, Call center support offices are currently located in

Pennsylvania 18612 and at 2200 .... • - _: ..... f., _aa6 398 South Woodland Blvd, DeLand, Florida 32720, 1800 41_t Street,
leased or owned premises at 14450 Bunmaven Drive, t_urnsviH_, _...._ov ...... ,

e Avenue Charleston WV 25303, 8001 W Jefferson Blvd, Fort Wayne, IN 46804 and 1300 Columbus-Sandusky Road
Everett, WA 98203, .15OO MacCork,. _ "¢_ .rid r,wn additional space in our operating markets throughout the United States for operations support and
North, Marion, OH 433oz, In aoomon_ we .e_ ...........
call center support.

• conneetin nes between customers prem ses and the central offices; central office sw ch ng equipment fiber-optic and
Our tele hone ropertles include, g , . • " " and under ound cable conduit poles,
microw_e radi polfaeibttes; buddmgs and land; and c_astomer premise equipment, The connecting lines, mchtdmg aerial gr ,
wires and microwave equipment, are located on public streets and highways or on privately owned land. We have permission to use these lands pursuant to

local governmental consent or lease, permit, franchise, easement or other agreement,

Tbe plants and properties (owned or leased) operated by Frontier and its subsidiaries are maintained in good condition and are believed to be suitable and

adequate for our present needs,

Item 3, Legal Proceedings

See Note 20 of the Notes to Consolidated Financial Statements included in Part IV of this report.

1 roceedin s arisin in the normal course of our business cover ng a wide range of narters or types of claims including general
We are party o various lega p g g .... . e. ...... I-.,ment rec,ulatorv and tort L gations subject to uncertainty

onsumer rotec on, traoemartc ann patent nit nge._., _...v._s ,. -_ "
con rac r ghts of access tax, c p -. .. - ," h t h,_ -":---'e resot on of all such na ers after considering insurance

tvldua flatters is no nredtctaote, rtowever, We De eve -a ..... tttttlLl*atandthe outcome of nd . r . , " r su sofo erattons orourcasIflows.
coverage or other mdemnlt_es to whaeh we are entitled, wdl not have a material effect on our financial posmon, e p ,

22



FRONTIPR COivllvlUNICATIONS CORPORATION AND SUBSIDIARIES

t Ve are reliant on support fmids pravkled iimier feiierat mid slate lnws.

A signiticant portion of Prontier's total rcvmmes (approximately $212.3 inillion in the aggregate, or 6%, in 2010 and $113.3 million in the
aggregate, or 5%, in 2009), including a significant portion of Frontier legacy revenues (approximately $114.0 million, or 6%, in 2010) and a significant
portion of the Acquired Business' revemres (approximately $9S.3 million, or 6%, for the second half of 2010) are derived fram federal and state subsidies for
niral and high cost support, coinmonly referred to as un&versal service fund subsidies. The FCC and state regulatory agencies are currently considering a
number of proposals for changing the manner in which eligibility For federal and state subsidies are determined as weR as thc amounts of such subsidies. The
iVa&iona l Broadbm&d Plan recommends chaages to the existing federal high cost subsidy programs. On Febniary g, 2011, the FCC issued a Notice ot' Proposed
Rukmaking on Universal Service and Intercarrier Compensation reforms. Frontier cannot predict whether or when the FCC will take additional aetio&&s or the
effect of any such actions on the Coo&pany's subsidy revenues.

Federal subsidies representing interstate access support, high cost loop support and local switching, support represented approximately $112,7
million, or 3%, of Frontier's total revenues in 2010, including approximately $63.6 million, or 3%, in 2010 of Frontier legacy revenues and approximately
$49, 1 inillion, or 3%, ot'the Acquired Busii&ass* revenues for the second half of 2010, Frontier currently expects that as a result of both an inctease in the
natio&ml average cost per loop and a decrease in Frontier's and the Acquired Business's cost structure, there will be a decrease in the subsidy revenues
Frontier will receive in 2011 through the Federal High Cost Loop Fund. The ainount of federal interstate access support funds received may also decline as
that fund is also subject to a national cap and thc amounts allocated among carriers within that cap can vary from year to year. State subsidies represented
approximately $25.8 &nilfion, or less than 1%, of Frontier's tatal revenues in 2010, including approximately $9.3 million of Frontier legacy revenues and
approximately $16,5 million of the Acquired Business' revenues for the second half of 2010. Approximately $73.8 million, or 2%&, of Frontier's 2010 total
revenues, including approximately $41.1 million ot' Frontier legacy revenues and approximately $32.7 million of the Acquired Business' revenues for the
second half oF 2010, represent a surcharge to customers (local, long distance and interconnection) to recover universal service fund contribution fees which
are remitted to the FCC and recorded as an expense in "Other operating expenses. "

IVe mr&i oar industry &vill likely re«min lilglily reg olored, aad we coo«i iacrir siibslaatlal compliance costs tliat co«ld coristralri oar ability to
co&«pete in our target aiorkets.

As an incumbent local exchange carrier, some of the services we offer are subject to significant regulation from federal, state and local
authorities. This regulation could impact our ability to change our rates, especially on our basic voice services and our access rates, and could impose
substantial con&pliance costs on us. Regulation could constrain our ability to compete and, in some jurisdictions, may restrict our ability to expand our service
olferings. In addition, changes to the regulations that govern our businem (including any implementation of the National Broadband Plan) may have an
adverse effect on our business by reducing the allowable fees that we may charge, imposing additional compliance costs, reducing the amount of subsidies or
otherwise changing the nature of our operations and the competition in our industry. On December 21, 2010, the FCC adopted a Report and Order designed to
ensure an open internet for consumers. The order adopts different regulations governing how fixed and mobile broadband access providers must allow edge
content providers access across broadband nenvorks and also mandatee additional transparency disclosures on how broadband access providers manage their
nenvorks. At this time it is uiiknown how these regulations will affect Frontier's operations or ability to compete in the future. This and other FCC
n&lemakings and state regulatory proceedings, including those relating to intercarrier compensation, universal serv&ce and broadband services, could have a
substantial adverse impact on our opemtions.
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IVe are rellam a n suppart fltnds provhled under fi.deral attd state laws.

A siguit_eant portion of Frontier's total revenues (approximately 5212.3 million n he a'r,_,re,.at,_ ¢.,- _,,z ,, 9n o

aggregate, or 5%. in 2009), including a significant portion of Frontier legacy revenues (approximate_ 57 l;4".'0Vr_li'ilio'n_'or_,_,and 5113.3 million in thein 2010) and a significant
portion of the Acquired Business' revenues (approximatel_ 598.3 million, or 6%, for the second hail of 2010) are derived from federal and stats ' • "
rural and high cost support, commonly referred to as umversa serv ce fund subs des T - _c.p _.._ ......... ._. • e ubsidles tor

....... . . _ -_ .._ _,a_,_ _:_u._ory agencies are currently consloerlng a
number of proposals for changing the manner m which ehglbthty for federal and state subsldles are determined as well as the amounts of such subsidies• The

National Broadband Platl recommends changes to tbe existing federal high cost subsidy programs• On Feblalary 8, 2011. the FCC issued a Notice of Proposed
Rulemaking on Universal Service and tntercarrier Compensation reforms. Frontier cannot predict whether or when lhe FCC will take additional actions or tbe
effect of any such actions on the Company's subsidy revenues.

Federal subsidies represen ng ners a e access support, h gh cos oop sunnort and local switchin
million or 3%, of Frontier's o al revenues in 20 0 neludin_ a._._ ' *.h, ¢_ t; .,__il,-.., . _o., ..... _ssupp.ort represented approximately $112.7

• 0 . . , _. o vvrox ma._.. _,_.. ..... o. a/o. in zutu oi i_rontler leguey revenues and a rex matel
549.1 mdhon, or 3_. ot the Acquired Business re'.cnues for tbe second half of 2010. Frontier currently expects that as a result of both an i_Prease in thy

national average cost per loop and a decrease it Fron er's a d he Acquired Business's cost structure, bere will be a decrease in the subs dy revemes
Frontier w receive in 2011 through the Federal High Cos Loop Fund. The amount of federal interstate access support funds received may also decline as
that fimd is also subject to a national cap and the amoun s.alloca ed among carriers ;v h n hat cap can vary from year to year State subsides re
approximately $25.8 million, or less than 1 _, of Frontier s total revenues in 20 0. inc[d ne at_Droximatelv _9 "('mltu_.,_".?,e _.-- )" ) presented

-. . . _ ............... ._n.ler .egaey revenues ano
approximately $!6.5 million oftlle Acquired B_.s hess' reven es for e second half of 2010 Approx mate y $73 8 million or 2% of Fronti-r's _n n .
revenues, mehldmg approximately 541.1 million of Frontier legacy revenues and an_.roximateb, _32 7 m ;m-_ _':"-_ '_ '" _ "' ' _ _%...o.,,1.

rv _" ,_ *.ivit vt LIl_ _cqulretl iJl.tslness revenues 1o r tile
secona half of 2010, represent a s reharge to cus omers (local, long dis anee and m erconrtect on) to recover universal service fund contribution fees which
are remitted to tbe FCC and recorded as an expense in "Other operating expenses."

IVe attd ottr ittdustry )viii likely remain highly regldated_ attd we eouhl incur substantial compliance eosts that could cottstraht our ability tocompete in our target markets,

As an incumbent local exchange carrier, some of the services we offer are subject to significant regulation from federal, state and local
authorities. This regulation could impact our ability to change our rates, especially on our basic voice services and our access rates, and could impose
substantial compliance costs on us. Regulation could constrain our ability to compete and, in some jurisdictions, may restrict our ability to expand our servlee

offerings. In addition, ebanges to the regulations that govern our bus ness (including any mplementation of the National Broadband Plan) may have an
adverse effect on our business by reducing he allowable fees that we may ehargu, imposing additional compliance costs, reducing the amount of subsidies or

otber, vise changing the nature of our operations and the tempe lion in o r ndustry. On December 21, 2010, the FCC adopted a Report and Order designed to
ensure an open interact for consumers. The order adop s d f_rent regulations guveming how fixed and mobile broadband access nroviders must allow edge
content providers access across broadband networks and also mandates additional transparency disclosures on how broadband aec6ss providers manage tbeir
neO.vorks. At this time it is unknown how bese regulations w affect Frontier's operations or ability to compete in the future. This and other FCC
rulemakings and state regulatory proceedings e uding those re ang o n erearder compensation, universal service and broadband services could have a
substantial adverse impact on our operations
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lye trill require snbssonnof capitol so npgrnde ond enlionce oiir operniions.

The Acquired Business' historical capital expenditures, excluding expenditures relating to the liber-to-the-home network, were significantly lower
than our level of capital expenditures for our legacy operations when compared on a per access line basis, Replacing or upgrading our infrastnicture will
require significant capital expenditures, including any expected or unexpected expenditures necessary lo make replacements or upgrades to tfie existing
inl'rasinrcture of the Acquired Business, lf this capital is not available when needed or required as a result of the regulatory approval process in connection
with the Transaction, our business will be adversely affected. Responding to increases in competition, offering new services, and improving the capabilities
of, or reducing the maintenance costs associated with, our plant may cause our capital expenditures to increase in the future. In addition, our dividend, at an
annual rate ot' $0 75 per share as of July I, 20 t0, will utilize a significant portion of our cash generated by operarions and therefore could liinit our ability to
increase capital expenditures signitlcantly, IVhile we believe that our anticipated cash flows will be adequate to maintain this dividend policy while allowing
for appropriate capital spending and other purposes, any material reduction in cash generated by operations and any increases in planned capital expenditures,
interest expense or cash taxes would reduce the amount of cash available for further capital expenditures and payment of dividends. Accelerated losses of
access lines, the effects of increased conipetition, lower subsidy and access revenues and the other factors described above may reduce our cash generated by
opemstions and may require us to increase capital expenditures.

Risks Related to Regulation

Clmngcs in federnI or slnre rcgnlnrlons nrny rediice rlie smiiclied ncccss cliarge revenues ire receive.

A signitlcant portion of Frontier's total revenues (approximately $285.5 million, or 8%, in 2010 and $246.3 million, or 12%, in 2009), inchiding a
significant portion of Frontier legacy revenues (approximately $213.9 million, or 10%, in 2010) arid a significant portion of the Acquired Business' revenues
(approximately $71.7 million, or 4%, for the second half of 2010) are derived from switched access charges paid by other carriers for services Frontier legacy
operations or the Acquired Business, as the case may be, provides (or provided) in originating and terminating intrastate and interstate long distance
trat'fim As a result, Frontier expects a significant portion of the Company's revenues will continue to be derived from access charges paid by these carriers for
services that the Company will provide in originating and terminating this traffic. The amount of switched access charge revenues that the Company will
receive for these services is regulated by the Federal Communications Commission (the FCC) and state regulatory agencies.

The FCC is considering proposals that may significantly change interstate, intmstate and local intercamer compensation. On March 16, 2010, an
FCC staff team issued its National Broadband Plan that recommends changes to the existing rate structure used for intercarrier clmrges. On February 8, 2011,
the FCC issued a Notice of Proposed Rulemaking on Intercarrier Compensation and Universal Service reforms. The FCC also has an ongoing proceeding
considering whether to make changes to its regulatory regime governing special access services. Ivhen and how these proposed changes will be addressed is
unknown and, accordingly, Frontier cannot predict the impact of future changes on the Company's results of operations.

Certain states also have open proceedings to address reform to access charges and other intercarrier compensation. In addition, Frontier hss been
approached by, and is currently involved in formal state proceedings with, various carriers seeking reductions in intrastate access rates in certain
states. Certain of those claims have led to formal complaints to the applicable state regulatory agencies. Frontier cannot predict when or how these matters
will be decided or the effect on the Company's subsidy or access revenues, However, future reductions in the Company's access revenues will directly atYect
the Company's profitability and cash flows as those regulatory revenues do not have the same level of associated variable expenses.
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tVe will require substanthd capital to upgrade and enhance our operalion_
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operations and may require us to increase capital expenditures,

Risks Related to Regulation

Changes in federal or state regulations may reduce the switched access charge revenues we receiv_

A s g 1cant port on of Front er's total revenues (approx mately $285 5 million or 8%, in 2010 and $246,3 million, or 12°./o, in 2009), i_eluding a
ficant ortion of Frontier legacy revenues (approx mae y S213.9 million or I0'/0, in 2010) and a significan portion of the Acquired Business revenues

slgnt . P ,, _7 "7 ,_illl .... 4% for he second half of 2010) are der ved from switched access charges paid by otl!er earners for services Frontier legacy
_approxlffia.e_ _-._. ,., ...._-, _-..., o +t_..._. m_. h,* r,rov des (or nrovided/ in od_inat ng and erm nang ntrastate ann interstate tong ,atstance

a Oils Of tile Ae UlreO _US hess aa _v _o_ ,-_1 _ t" x r * _ • "

oPe_lti , e.s.... a resu rromterq" exna"¢¢....... a _ionlfteanto......... r=__onnortiof the Company's.- revenues will continue to be.denver from access charges prod by these carriers for.
tra .c _ t._ _' ...... w _ _rovide n orioinatin_' and term nang fins traffic, The amount of swdched access charge revenues that the Company writ

_ec_tices fulr t _le_seseXYi_cl e_ 'i_s regul;ted by the Fe_leral C°otumunicafions Commission (the FCC) and state regulatory agencies.

The FCC s considering proposals hat may significantly change ners a e, n ras ate and local intercanier compensation, On March I6, 2010, an
s aft earn isst ed "is National Broadband P an hat recommends changes to he ex s ng rate structure used for intercarrier charges. On February 8, 20.11,

FCC . flee of Pro osed Rulemaking on lnterearrier Compensation and Un versal Service reforms The FCC also has an ongo ng proceedingthe FCC _ssued a No p
' ' whether to make ehan_es to its regu atory regime govern ng special access services. When and how these proposed changes will be addressed is

_t_<Sniod_evr_nagnd,accordingly,Frontiercannot predicttileimpact of futurechanges on the Company's resultsof operations.

Certa n s a es also have open proceed ngs o address reform to access charges and other intercamer eompensa on In addition, Frontier has been
roached b and s eurren y invo red n formal state proceed ngs with, various carriers seeking reductions in intrastate access rates in certain

apPes. Certai_'_'those claims have ed o formal complaints to the applicable state regulatory agencies, Pron!ier cannot predict when or ho_,vthese, ma_ers
stall be deeid_'d or the effect on the Company's subsidy or access revenues, However, fua_re reductions in the Company s access revenues wm otrecuy ut,t:,_,

the Company's profitability and cash flows as those regulatory revenues do not have the same level of associated variable expenses.
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If we complete an acquisition, investmcnt or other strategic transaction, we may require additional finmicing that could result in an increaso in the
number of our outstanding shares or the aggregate amount of our debt, although there are restrictions on our ability to issue additional shares of stock for these
purposes until July 2012. See RVe will be unable to take certain actions until July 2012 because such actions could jeopardize the tax free status of the spin-
otY or the merger, and such restrictions couiil be signiticanty The number of shares of our common stock or the aggregate principal amount of our debt that
we may issue may be significant. A strategic transaction may result in a change in control of our company or othenvise rnateriafly and adversely atYect our
business.

Risks Related to Liquidity, Financial Resources aod Cspltaflzaflon

if tbe Bngering impact af tke ongoing economic r&nceitabay conrinues throrigii 20ll, lt nmy have an Impact on our business nnd flttoncioi
comgtiois

Disruption snd uncertainty in the capital markets, and tightening of credit availabigty may continue through 2011. This economic scenario may
affect the financial health of our customers, vendors and partners, which in turn may negatively atfect our revenues, operating expenses and cash tlows, In
addition, we have a $750.0 million revolving credit facility. Although we believe, based on currently available infomiation, that the financial institutions with
commitments under the revolving credit facility will be able to fulfill their commitments to us, as applicable, future adverse economic conditions could
prevent them from doing so.

Voietigty in asset iniues related to Frontier's pension pinn mid oar nssarnption of tiie rtcquired Business' pension plan abiigattous stay require
iis to moke crnir counibations to fiind perision plan Babi fries.

During 2008 and 2009, the diminished availability of credit and liquidity in the United States and throughout the global financial system resulted in
substantial volatility in financial markets and the banking system. These and other economic events have had an adverse impact on investment
portfolios. Frontier's pension plan assets have increased from $608.6 million at December 31, 2009, to $1,290.3 million at December 31, 2010, an increase of
$681.7 million, or 1128k This increase is a result of asset transfers from the Verizon pension plan trusts of $581.3 million (including a receivable oF $142.5
miflion as of December 31, 2010), less ongoing benefit payments of $67.3 million, ofFset by $154.6 million of positive investment returns and cash
contributions of $13.1 million during 2010. As a result of the continued accrual of pension benefits under the applicable pension plan and the cumulative
negative investment returns arising froin the contraction of the global financial markets, Frontier's pension expenses incmased in 2009 and 2010 as compared
to 2008. While pension asset vahies increased in 2010, Frontier made cash contributions to its pension plan of $13.1 million in 2010, and expects to make
cash contributions of approximately $50 million in 20 I 1. Further volatility in our asset values or returns may require us to make additional cash contributions
in future years.

Substantial riebt and debt service obligations in ay adversely affect us.

We have a significant amount of indebtedness, which amounted to approximately $8.3 billion at December 31,2010. We have access to a $750.0
million revolving credit Facility and may also obtain additional long-term debt and working capital lines of credit to meet future financing needs, subject to
certain restrictions under the terms of our existing indebtedness, which would increase our total debt. Despite the substantial indebtedness that we have, ive
are not prohibited from incurring additional indebtedness,

The potential signiticant negative consequences on our tinancial condition and results of operations that could result from our substantial debt
include:

~ limitations on our ability to obtain additional debt or equity financing;

~ instances in which we are unable to meet the financial covenants contained in our debt agreements or to generate cash sufficient to make
required debt payments, which circumstances have the potential of accelerating the maturity of some or afl of our outstanding
indebtedness;

~ the allocation of a substantial portion of our cash flow from operations to service our debt, thus reducing the amount of our cash flow
available for other purposes, including operating costs, capital expenditures and dividends that cauld improve our competitive position,
results of operations or stock price;

requiring us to sell debt or equity securities or to sell some of our core assets, possibly on unfavorable terms, to meet payment
obligations;

~ compromising our flexibility to plan for, or react to, competitive challenges in our business and the communications industry; and

~ the possibility oFour being put at a competitive disadvantage with competitors who do not have as much debt as us, and competitors who
may be in a more favorable position to access additional capital resources.
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Ifwecomplete an acquisition, investment or other strategic transaction, we may require additional financing that could result in an increase in the
number of our outstanding shares or the aggregate amount of our debt, altho igh here are res fictions on our abilit to issue additional shar

purposes untilJuly 2012. See "We willbe unable to ake ce_ain actionstmtflJuy 202 becauso such actlonscoYidjeopard ze he tax-fr_Ss_aft_ts°ok _r _ese

off or the merger, and such restrictions could be significant. The number of shares of our common stock or the aggregate principal amount of our debt Pat

we may Issue may be significant. A strategic transaction may result in a change in control of our company or otherwise materially and adversely affect ourbusiness.

Risks Related to Liquidity, Financial Resources and Capltugzatlon

condition. If the Ih_gerhlg tntpact of the ongahJg econmni¢ uncertahzO_ continues through 20ll, it may have an hnpaet on attr bushtess attd flnancial

Disruption and uncertainty in the capita[ markets, and tightening of credfi availability may continue through 2011. This economic scenario may
affect the financial health of our customers, vendors and partners, which in turn nay negatively affect our revenues, operating expenses and cast flows, n
addition, we have a $750.0 million revolving credit the ty. Although we believe, based on currently available infomlation, that the financial institutions with
commitments under the revolving credit facility wifi be able to fulfill their commitments to us, as applicable, future adverse economic conditions could
prevent them from doing so.

Volatility in asset vahtes related to Frontier's pension plan and our assumptiot of the Acquired Business' pelmion plan obltgadot s ntay reaulre
tts to make cash colttrtbttttons to fitnd pension plan liabilities.

During 2008 and 2009, the diminished availability of credit and liquidity in the United States and throughout the global financial system resulted in
substantial volatility fu financial markets and lhe banking system. These and other economic events have had an adverse impact or, investment
portfu os Frontier's pension plan assets have increased from $608.6 million at December 3 I, 2009, to $1,290.3 million at December 3 l, 2010, an increase of
$681.7 million, or 112%. This increase is a resu of asset transfers from the Verizon pension plan trusts of $581.3 million (including a receivable of $142.5
million as of December 31 2010), less ongoing benefit payments of $67.3 million, offset by $154.6 million of post ve nvestment returns and cash

contributions of $13.1 million during 2010. As a resu t of he continued aecrua of pension benefits under the applicable pension plan and the cumulative
negative investment returns arising from the contraction of the global financial markets, Frontier s pension expenses increased in 2009 and 2010 as compared
to 2008. While pension asset values increased in 2010 Fron er made cash contr bu ons to its pension plan of $13.I million in 2010, and expects to make
cash contributions of approximately $50 mi on n 2011. Further volatility in our asset values or returns may require us to make additional cash contributions
in future years.

Substantial debt and debt service obligations may adversely affect us.

We have a significant amount of indebtedness, which amounted to approximately $8.3 billion at December 31, 2010. We have access to a $750.0

million revolving credit facility and may also obtain additional long-term debt and working capital lines of credit to meet future financing needs, subject to
certain restrictions under the terms of our existing indebtedness, which would increase our total debt. Despite the substantial indebtedness that we have, ;re
are not prohibited from incurring additional indebtedness.

The potential significant negative consequences on our financial condition and results of operations that could result from our substantial debtinclude:

• limitations on our ability to obtain additional debt or equity financing;

• instances in which we are unable tu meet the financial covenants contained in our debt agreements or to generate cash sufficient to make

required debt payments which circumstances have the potential of accelerating the maturity of some or all of our outstanding
indebtedness;

• the allocation era substantial portion of our cash flow from operations to service our debt, Ihus reducing the amount of our cash Bow

available for other purposes, including operating costs, capital expenditures and dividends that could improve our competitive position,
results of operations or stock price;

• requiring us to sell debt or equity securities or to sell some of our core assets, possibly on unfavorable terms, to meet payment
obligations;

• compromising our flexibility to plan for, or react to. competitive challenges in our business and the communications industry; and

• the possibility of our being put at a competitive disadvantage with compe [tots w o do not have as much debt as us, and competitors who
may be in a more favorab e position to access additional capital resources.
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lf ihe Transnctlon iloes not qanhjy as tnr free aiider Sec(iocr 555 of (lie lir(areal Rereiaie Code (the Code) 1acladlng ns a result sfsub reqven(
iicqm'si(ions of s(ock of pron(ler, then Veri(on or Verizon s(ockltolders (nay be reqalied to pny substantial IIS.federa( incoine tares, and we niay be
obllgraed tolndeanilfy Vert zoii for saC( taxes la(posed oii Verizon or Ver(zan stockholders.

The Transaction would be taxable to Verizon pursuant to Section 355(e) of the Code if there is a 50% or more change in ownership of the Acquired
Business, directly or indirectly, as part of a plan or series of related transactions that include the Transaction. Because Vcrizon stockholders collectively
owned more than 50%v of the Frontier common stock following the Merger, the Merger alone did not cause the Transaction to be taxable to Verizon under
Section 355(e). However, Section 355(e) might apply if other acquisitions of stock ot'Frontier after the Merger are considered to be part of a plan or series of
related transactions that include the spin-off. If Section 355(e) applies, Verizon might recognize a substantial amount of taxable gain.

Under a tax sharing agreement, in certain circumstances, and subject to certain limitations, we are required to indemnify Yerizon against taxes on
the Transaction that arise as a result of actions or failures to act by us, or ss a result of changes in ownership of our stock after the merger. See "The Company
will be imable to take certain actions until July 2012 because such actions could jeopardize the tax-free status of the Merger, and such restrictions cauld be
signiticmtty

lye will be unable (o rake cei(ahi nc(tons iai(ll dtdy 2g12 becarrse snclr actlens could jeopard(re (lie (ar free s(nrus of the hferger, nud such
restrict(one corrld be slgaijicana

The tax sharing agreement prohibits us fram taking actions that could reasonably be expected to cause the Merger to be taxable or to jeopardize tfte
conclusions of the IRS ruling or opinions of counsel received by Verizon or Prontier. In particular, for two years atter the spin-oft', or until July 2012, we may
riot:

~ enter into any agreement, understanding or arrangement or engage in any substantial negotiations whh respect to any transaction
involving the acquisition, issuance, repurchase or change of ownership of Frontier capital stock, or options or other rights in respect of
Frontier capital stock, subject to certain exceptions relating to employee compensation arrangements, stock splits, open market stack
repurchases and stockholder rights plans;

~ permit certain wholly owned subsidiaries owned by the Acquired Business at the time of the Merger to cease the active conduct of the
Acquired Business to the extent it was conducted immediately prior to the Merger; or

~ voluntarily dissolve, liquidate, merge or consolidate with any other person, unless we survive and the transaction otherwise complies
with the restrictions in thc tax sharing agreement.

Nevertheless, we will be permitted to take any of the actions described above if we obtain Verizon's consent, or if we obtain a supplemental IRS
private letter ruling (or an opinion of counsel that is reasonably acceptable to Verizon) to the elfect that the action will not affect the tax-free status of the
iMerger. However, the receipt of any sech consent, opinion or ruling does not relieve us of any obligation we have to indemnify Verizon for an action we take
that caoses the Transaction to be taxable to Vcrizon.

Because of these restrictions, until July 2012, we may be limited in the amount of capital stock that we can issue tu make acquisitions or to mise
additional capitaL Also, our indemnity obligation to Verizon may discourage, delay or prevent a third party fram acquiring control of us during this period in
a transaction that the holders of our securities might consider favorable.

IVe uiny coinptete a fiitrire slgnijicant strategic tinnsactlou tliat itiay noi ac(i(ere intended resiilrs or could hicrense ihe nrnnber of onr
oiiistandlng st(ares or muoiiat ofm(istaiidirig debi or result(is a cliange ofcontrol.

We continuously evaluate and may in the future enter into additional strategic transactions. Any such transaction could happen at any time, could
be material to our business and could take any number of forms, including, for example, an acquisition, merger or a sale of all or substantially all of our assets.

Evaluating potential transactions and integrating completed ones may divert the attention of our management from ordinary operating matters. The
success of these potential transactions will depend, in part, on our ability to realize the anticipated growth opportunities and cost synergies through the
successful integration of the businesses we acquire with our existing business. Even if we are successful in integrating acquired businesses, we cannot assure
you that these integrations will result in the realization of the full benefit of any anticipated growth opportunities or cost synergies or that these benefits will
be realized within the expected time t'rames. In addition, acquired businesses may have unanticipated liabilities or contingencies.
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If the Transaction does not qualify as tax-free ttnder Section 355 of the I.ternal Revenue Code (the Code), including as a result of subsequent

wqulsitions of stock of Frontier, tben Vetizon or Verlzon stockholders utay be required to pay substantial U.S. federal incm,e taxes, and we may be

obligated to indemnify Verizon for such t_:es imposed on Verizot or Verizon stockholders.

Transaction wou d be axab e to Ver zon pl rsuant to Sec on 355(e) of the Code if there is a 50% or more change in ownership of the Acquired
• The .... _ ....... "_oo -f re aed transactions that include the Transaction Because Verizon s ockholders collectively

ctl or lnOlrec as a I_ eL a p all Ul _'tl_° u • ' • *
Business, dire...y ..... r a._ _ront_er comnlon s ock following the Merger, the Merger alone did not cause the Transachon to be taxable to iVerlzonrunffe_.
ownea more t_a_, J_,/o ,,. _,,_ .: • _. ¢ c_x _;.,.._ _._l. ;_ .fl,,_r ac,_uisitions of stock of Frontier after the Merger are conslaerea to ue part or a p.an or ........
SectonJ:_e. rtowever oec o _,_Jk_Jlai_tt *'FFtrt .... "a . . , . "

related tran_ae_tions that include the spin-off. If Sechon 355(e) apphes, Venzon might recogmze a substantial amount of taxable gain.

• " " ' " urns anees and st b'ec o certain limitations we are required to indemnify Verizon against taxes on
Utder, a!ax.sharmgag_emenJ::!n..ce_a_nl,c, lrc tbvus oras_resu ofehan es nownershipofourstockafierthemerger. See"TbeConapany

the Transac on that arise as a resut_ t,_,_,_9 ........... res to _c _,,Jt.h _,_;r,n_ could ieonardlge e fue tax-fr s atus of he Merger and such resmctlons cotua oe
will be unable to take certain actions t nt 1 July 2012 beeaus_ ................. .--_ ee ,

significant."

We will be unable to take certahl actions until Jtdy 2012 because such actions could jeopardize the tax-free status of the Merger, attd such

restrictions could be significant.

The ax sharing agreement oroh b ts us from aking actions that could reasonably be expee ed to cause the Merger to be taxable or to jeopardize the
conclusions of the IRS ruling or opinions of counsel received by Verizon or Frontier. tn particular, for two years after the spin-oft, or until July 2012. we may

not;

• enter n o an a foemen t lderstanding or arrangement or engage n any substantial negotiations with respect to any transaction
• . . Y g . - ....... t....... ['-n-e of ownersh,_ of Frontier capital stock, or up ons or other rights in respect of1VOVn fieac us on issualce _putv a_,_. a _ r, • " '

Frontiergapital qtock, subject to certain exceptions relating to employee compensation arrangements, stock sphts, open market stock

repurchases and stockholder rights plans;

• permit certain wholly owned subsidiaries owned by the Acquired Business at the time of the Merger to cease the active conduct of die
Acquired Business to the extent it was conducted immediately prior to the Merger; or

• voluntarily dissolve, liquidate, merge or consolidate with any other person, unless we survive and the transaction otherwise complies

with the restrictions in the tax sharing agreement.

rtheess wew be ermitted o akeanyoftheactionsdescribedaboveifweobtanVerizon'sconsent orifweobtainasupplementallRS
Neve ' , , P_ , -_ , • _an_hl., _,ea_nlah _ tO Ver zon_ to the effect hat he action wil not affect the tax-free status of the

' ruhn or an o 111101t O[ COU nSe hal Is reao_*_o J -***r .... - , • ' " -

.ppvate let!or g [_e receipt of an- such consent, opinion or ruling does not relieve us of anyobhgattonwe have to mdemmfy Venzon for an action we take
l_aerger, laowever, _, :
that causes the Transaction to be taxable to Verizon.

Because of these restrictions, until July 2012, we may be limited in the amount of capital stock that we can issue to make acquisitions or to raise

additional capital. Also, our indemnity obligation to Verizon may discourage, delay or prevent a third party from acquiring control of us during this period in

a transaction that the holders of our securities might consider favorable.

I'e may complete a fitture significant strategic transaction that may not achieve intended results or could increase the .tttnber of our

ontstaJtditlg shares or atnount of o,tstanding debt or resttlt in a change of cot trol.

We eontlnuously evaluate and may in the future enter into additional strategle transactions. Any such transaction could happen at any time, could
be material to our business and could take any n,amber of forms, including, for example, an acquisition, merger or a sale of all or substantially all of our assets•

Evaluating po ent al transac ons and n egrating completed ones may divert the altetu on of our managemen from ordinary operating matters. The
ese o en "a ransactions will depend, n part, on our ability to realize the anticipated growth opportunities and cost synergies through the

_UCCee_fi_fi_eg_raPion of the businesses we acquire with our existing business. Even if we are successful m integrating aequ,red businesses, we cannot assure
you that ese integrations w II resu t n he rea iza on of he full benefit of any an c paled growth onportunifies or cost synergies or that these benefits will
be realized within the expected time frames. In addition, acquired bus nesses may have unan ieipated _iabili ies or contingencies.
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IVe iiiay nol renlize tire groivtli opporttailtles aitd cost sytiergies rlmt ive mrtlclpntedfront the acqnhltlort.

Thc benefits that we expect to achieve as a result of tbe acquisition of the Acquired Business wig depend, in part, on our ability to realize
artticipatcd groivth opportunities and cost synergies. Our success in realizing these growth opportunities and cast synergies, and the tinting of this realization,
depends on the successful integration of our legacy business and operations and the Acquired Business and operations. Even if we are able to integrate thc
businesses and operations succcssfugy, this integration may not result in the realization of the fidl benefits of the growth opportunities and cost svnergies that
we currently expect from this integration within the anticipated time frame or at ag. For example, we may be unable to eliminate aN of the duplicative costs
we expect to eliminate. Moreover, we may incur substantial expenses ui connection ivith the integration of our legacy business and the Acquired
Business. Through December 31, 2010, we have incurred 5I65.5 million in integration and deal expenses and anticipate that additional expenses will be
incurred. However, such expenses arc diBlcult to estimate accurately. Accordingly, thc benefits from the merger may be ot'fact by costs incurred or delays in
integrating the businesses.

Regulatory anlliorltles, ln coiinectlon ivllh tltelr npprovnl of' tire acqnlsltlon, laipoied on ns certaltr conditions relatltig to our eaplral
expendinires arid btsiitiess operntlons which miry ndi'ersely iiffect oar Jlnaemial perfonnnnce.

In connection with their approvals of the Transaction, the FCC and certain state regulatory commissions specified certain capital expenditure and
operating requirements for our business for specified periods of time post-closing. These requirements focus primarily on certain capital investment
coriunitrnents to expand broadband availability and speeds to at least 85% of the households throughout the acquired Territories with minimum speeds of 3
megabits per second (ivlbps) by the end of 2013 and 4 Mbps by the end ot'2015. To satiety aN or part of certain capital investment commitments to three state
regulatory commissions, we placed an aggregate amount of $115.0 million in cash into escrow accounts and obtained a letter of credit for $190.0
million. Another $72.4 iniNion of cash in sn escrow account, with an wsociated liability was acquired in connection with the acquisition to be used for
service quality initiatives in thc state of 4Vcst Virginia. As of December 31, 2010, ive had a restricted cash balance in these escrow accounts in the aggregate
amount of $187.5 million. The aggregate amounts of these escrow accounts and tbe letter of credit will decrease over time as we incur the defined capital
expenditures in the respective states.

In addition, in certain states, we are sabject to operating restrictions such as rate caps (including maintenance of the rates on residential and business products
and the prices and terms of interconnection agreeinents with competitive local excliange carriers and arrangements with carriecs that, in each case, existed as
of the time of the acquisition), continuation of product bundle offerings that we otYered before the Transaction, waiver of certain customer early termination
Ibes and restrictions on others, restrictions on caps on usage ot'broadband capacity, and certain minimum service quality standards for a defined period of
time (the failure of which to meet, in one state, will result in penalties, including cash management limitations on certain of our subsidianes in that one
state). In one other state, our subsidiaries are subject to restrictions on the amount of dividends up to the parent company for a period of approximately four
years. 4Ve are also required to report certain financial information and adhere for a period of time to certain conditions regulating competition and consumer
protection.

The foregoing conditions may restrict our ability to expend cash for other uses and to modii'y the operations of our business in response to changing
circumstances for a period of time.

'I(oat oftire tt cqalred Business operates on systenrs ncqnl red fi otn Verlcotir ii lilcll are trot as flexible as aur legacy systenrs.

EtYective with the closing of the Transaction, the Acquired Business (other than in )Vest Virginia) bas been operating on Yerizon replicated
information systems, which are not as flexible as ours and restrict our ability to quickly react to our customets needs. Until such systems are converted, which
is currently scheduled to be completed by tire end of 2012, our ability to launch new products and promotions in the acquired Territories on s timely basis may
be limited, which may have an adverse impact on our results of opemtions.
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IVe may not realize the growth opportunities and cost synergies that we attticipated from the acquisition.

The benefits tbat we expect to ach eve as a rest I of e acquisition of he Acquired Business will depend, in part, on our ability to realize
anticipatod grow0t opportamities and cost synergies. Our success n rea z ng these growth opportunities and cost synergies, and the timing of this realization,

depends on the successful integration of our legacy business a d operations and the Acquired Business and operations Even if we are able to integrate the
businesses and operations successlhlly, this integra on may not resut n he realization of the fidl benefits of the growth opportunities and cost s nergies that
we currently expect from this integration within the antic pa ed time frane or at all. For examnle, we may be unable to elbn na e all of the dup/ieative cos s
we expect to eliminate. Moreover, we may inc ir s bstantial expenses l con ection ;v th the integration of our legacy business a d he Acquired
Business. Through December 31, 2010 we ave incurred $ 65 5 million in integration and deal expenses and ant c pate that additional expenses w be

incurred, llowever such expenses are diffic o es mae accurate y Accord ngly, the benefits from file merger may beoffset by costs incurred or delays inn egra ing file businesses.

Regulatory attthortttes, in connection with their approval of the acquisition, hnposed on us cerlahl conditions relating to our capital
_ltendittlres arid bushtess operations which tntty adversely affect ourJinancial perforntanc¢

In connection with their approvals of the Transaction, the FCC and certain state regulatory commissions specified certain capital expenditure and
operating requirements for our business for specified periods of time post-closing. These requirements focus primarily on certain capital investment
conlmitments to expand broadband ava ab i y and speeds to at leas 85% of tile housebol.lo *_.---.-_._-, .t.^ - , _ . , . . .

.......... _ .,..v_,s._.t t._ acqulreo terrltortes With minimum speeds of 3
megaotts per seconct (_wDps) Oy the end of z013 and 4 Mbps by he end of 2015. To satisfy al or part of certain capital investment commitments to three s a e
regulatory commissions, we placed an aggregate amount of $115 0 n ion in cash to escrow accounts and obtained a letter of credit for $ 90 0
million. Another $72.4 million of cash in an escrow account, with an associated liability was acquired in connection with the acquisition to be ltsed for

service quality initiatives in the state of West Virginia. As of December 31, 2010, we had a restricted cash balance in these escrow accounts in the aggregate

amount of $187.5 million. The aggregate amounts of these escrow accounts and file letter of credit will decrease over time as we incur the defined capitalexpenditures in the respective states.

In addition, in certain states we are subject to opera ng restrictions such as rate cans (incl Iding i _aintenance of the rates on residential and business products
and the pr ces and terms of intereonnec ion agreements w th competitive local exchange carriers and arrangements wilh carriers that, in each case, existed as
of the time of the acquisition), continuation of product bundle offerings that we altered before tile Transaction, waiver of certain customer early termination

lbes and restrictions on others, restrictions o_ caps on usage of broadband capacity, and certain minimum service quality standards for a defined period of
time (the failure of which to meet, in one state, will result n penalties, including cash management limitations on certain of our subs diaries in that one

state). In one other state, our subsidiaries are subject to res r cons on the amount of dividends up to the parent company for a per od of approximately four
years. We are also required to report certain financ a nforma on and adhere for a period of time to certain conditions re.dating compe on and consumerpro ec ion.

The foregoing conditions may restrict our ability to expend cash for other uses and to modify the operations of our business irt response to changingcircumstances for a period of time.

Most of the Acquired Bushless operates on systems acquired from Verhon, which are not as fle._ible as our legacy systems.

Effective with tile eIosing of tile Transaction, the Acquired Business (other than in West Virginia) has been operating on Verizon replicated
information systems, which are not as flex b e as ours and restric our abty o quickly react to our customers needs. Un il such systems are converted, which

belScurrentlYllmited,whichSCheduledmaytOhavebecompletedanadverse bYimpacttlleendonour°f20resultsl2, aUralopemfions.abilityo launch new products and promotions in the acquired Territories on a timely basis may
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Our busirress is semi&inc ro lire credib& ar&l&i ness ofour &riialesnle cnslorners.

1Ve have substantial business relationships with other telecommunications camera for whom we provide service. IVhtte bankruptcies of these
carriers have not lmd a material adverse eft'ect on our legacy business or the Acquired Business in recent years, future bankruptcies in the industry could result
in the loss of signitlcant customers by us, as well as cause more price competition and uncollectible accounts receivable. Such bankruptcies may be more
likely in the future if current economic conditions continue tluuugh 2011 or beyond. As s result, our revenues and results of operations could be materially
and adversely atYected.

&I signijlcn&i& portion of our &rorkforce is represen&ed by lnbor anions m&d is therefore subject &o collecli&'e bnrgnining agreearenrsl if n'e are
mmble &o enrer in&o new agree»&en&s or rei&e&r existing ngreeaien&s before they expire, oar workers subject &o cogec&ice bnrgainlng agree&nen&s could
engage in slrikes or o&her labor ac&ious &liar coiild iiia&erlagy igsrtip& oiir irbili&y io provide services &o aar cns&oa&ers.

As of Deccmbcr 31, 2010, we had approximateiy W 000 active employees. Approximately 9 500, or 64%, of these employees were represented by
unions and were therefore subject to collective bargaining agreements. Of the union represented employees as of December 31, 2010, approximately 2,300,
or 24%, were subject to collective bargaining agreements that expire in 2011 and approximately 2,800, or 29%, were subject to collective bargaining
agreements that expire in 2012.

1Ve cannot predict the outcome of negotiations of the collective bargaining agreements covering our employees. If &ve are unaMe to reach new
agreements or renew existing agreements, employees subject to collective bargaining agreements may engage in strikes, work slowdowns or other labor
actions, which could materially dist&pt our ability to pmvide services. Ncw labor agreements or the renewal of existii&g agreements may impose significant
new costs on us, which could adversely affect our tinsncial condition and results of operations in the future.

if ire nre imable lo hire or re&aiii key personnel, » e n&ay be nnable &o operate our b&isiness sriccessfiigy.

Our success will depend in part upon the contin»cd services of our management, IVe cannot guarantee that our personnel will not leave or compete
with us, Tlm loss, incapacity or unavailability for any reason of key members of our management team could have a material impact on our business. In
addition, our financial results and our ability to compete will suffer should we become unable to attract, integrate or retain other qualified personnel in the
fbture.

&I signi flea»& pordon ofour work force is eligible for regrenien&.

As of December 31, 2010, approximately 2,750, or 19%, of our approximateiy 14,000 active employees were retirement eligibim If a substantial
portion of these employees were to retire and could not be replaced (and, if necessary, their replacements could not be trained promptly), our customer service
could be negatively impacted, which could have a material impact an our operations and financial results.

Our effor&s loin&egra&e enr legacy business aud &l&e rI ojni red Business mny nol be successful.

The acquisition of the Acquired Business was the largest and most signiticant acquisition we have undertaken. Our management has been and will
continue to be required to devote a significant amount of time and attention to the process of integrating the operations of our legacy business and the
Acqaired Business, which may decrease the time it will have to serve existing customers, attract new customers and develop new services or strategies. The
size and complexity of the Acquin:d Business and the use of our existing common support Ibnctions end systems to manage the Acquired Business, if not
managed successfully, may result in intern&ptions in our activities, a decrease in the quality of our services, a deterioration in our employee and customer
relationships, increased costs of integration and harm to our reputation, all of which could have a material adverse effect on our business, financial condition
and results of operations.
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portion of these employees were to retire and could not be replaced (and, If necessary, their replacements coma t De p p y),
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Our efforts to integrate our legacy bttsiness arid the Acquired Business may not be successful
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Ive expect competition to intensify as a result of the mitrancc of new competitors, penetration of existing competitors into new markets, changing
consmncr behavior and the development oF new technologies, products and services that can be used in substitution for our products and services. IVe cannot
predict which of the many possible future technologies, pro&lucts or services will be important in order to maintain our competitive position or what
expenditures will be required to develop and provide these technologies, products or services. Our ability to compete successfully will depend on the success
and cost of capital expenditure investmcnts in our territories, including in the acquired Territories, in addition to the cost of marketing efforts, our ability to
;mticipate and respond to various competitive tactors affecting thc industry, including a changing regulatory environment that may affec our busirtess and that
ot' our competitors differently, new services tiiat may be introduced (including wireless broadband offerings), changes in consumer preicrences, demographic
trends, economic conditions and pricing straiegies by competitors, increasing competition may reduce our revenues and increase our marketing and other
costs as well as require us to increase our capital expenditures and thereby decrease our cash flow.

Soine of oar competitors Irnre superior resources, iviricb mny place nants cost nnd price dtsadvataage.

Some of our competitors have market presence, engineering, technical and marketing capabilitie's and financial, personnel and other resources
substantially greater than ours, hi addition, some of these competitors are able to raise capital at a lower cost t'ttan we are able to. Consequently, some of
these coinpetitors may be able to develop and expand their cominunications and network infrastructures mare quickly, adapt more swiAly to new or emerging
technologies and changes in customer requireinents, take advmitage of acquisition and other opportunities more readily and devote greater resources to the
inarketing and sale of their products nnd services than we will be able to. Additionally, the greater brand name recognition of some competitors may require
us to price our services at lower levels in order to retain or obtain customers.

Finsfly, the cost advantages of sonic of these competitom may give them the ability to reduce their prices for an extended period of time if they so
choose.

IVe nray be nnnbie to groiv our revetmes anil cnsh (lotos despite the Initintives we trave hnpie»ieoted

We must produce adequate revenues and cash flows that, when combined with funds available under our revolving credit facility, will be sufficient
to service our debt, fund our capitat expenditures, pay our taxes, fund our pension and other employee benefit obligations and pay dividends pursuant to our
dividend policy. We have identified some potential areas of opportumty and implemented several groivth initiatives, including increasing marketing
promotions and related expenditures and launching new products and services with a Focus on areas that are growing or demonstrate meaningful demand, such
as wireline and wireless HSI, satellite video products and the "Frontier Pease of Mind" suite of products, which includes computer technical support. We
cannot assure you that these opportunities will be successful or that these initiatives will improve our financial position or our results of operations.

IVeak econoinic conditions aiay decrease deaiand for our services.

We could bc sensitive to the ongoing economic uncertainty if current economic conditions or their efFects continue. Downtarns in the economy
and competition in our markets could cmrse some of our customers to reduce or eliminate their purchases of our basic and enhanced services, HSI and video
services and make it diflicult for us to obtain new customers. In addition, if current economic conditions contirnie, our customers may delay or discontinue
payinent for our services or seek more competitive pricing from other service providers.

Disntption in oar neo vorks, infrastractore oad infonnatiott tecinroiogy rnny cause iis to lose eustoiners end incur additional expenses.

To attract and retain customers, we must provide customers with reliable service. Some of the risks to our networks, infrastructure and information
technology include physical damage, security breaches, capacity limitations, power surges or outages, soflware defects and other disniptions beyond our
control, such as natural disasters and acts of terrorism. From time to time in the ordinary course of business, we experience short disruptions in our service
due to factors such as cable damage, theA of our equipment, inclement weather and service failures of our third-party service providers. AVe could experience
niore significant disniptions in the future. We could also face disruptions due to capacity limitations if changes in our customers' usage patterns for its HSI
services result in a signiticant increase in capacity utilization, such as tluough increased usage of video or peer-to-peer file sharing applications. Disruptions
may cause interruptions in service or reduced capacity for customers, either of which could cause us to lose customers and incur additional expenses, and
thereby adversely affect our business, revenues and cash flows.
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lVe may be unable to grow our revenues and cash flows despite the Initiatives we have implementecL

We must produce adequate rove ues and cash flows hat, when combined with funds availab e under our revolving credit facility will be sufficient
to service our debt, fuod our capital expenditures, pay our axes fund our pens on and o her employee benefit obligations and pay dividends ursuant to our
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as wireline and wireless HSI, satellite video products and the "Frontier Peace of Mind" suite of products which includes compu er ethnical support. We
cannot assure you tbat these opportunities wdl be suceessfill or that lhese initiatives wilt improve our financial position or our results of operations.

Weak economic conditions may decrease dentand for our services.

We could be sensitive to the ongoing economic uncertainty if current eeonomle conditions or their effects continue. Downlalrns in the economy
and competition in our markets could cause some of our customers to reduce or eliminate their purchases of our basic and enbaneed services, HSI and video
services and make it difficult for us to obtain new customers. In addition, if current economic conditions continue, our customers may delay or discontinue
payment tbr our services or seek more competitive pricing from other service providers.

Disruption in our net_varks, ittfrastrueture and haforntation technology may cause us to lose customers attd htettr additional expetlses.

To attract and retain customers we must prey de cus omers witb reliable settee. Some of the risks o our networks, infrastructure and infommtion

technology include phys ca damage, security breaches, capacity llm tat ons, power surges or outages, software defects and other disnlptions beyond our
control, such as natural disasters and acts of terrorism. From time to time in the ordinary course of business, we experience short disruptions in our service
due to factors such as cable damage, theft of our equipment, inclement weather and service failures of our third-party service providers. We could experience
more significant disruptions ia the filture. We cot d a so face d srt pons due to capacity limitations if changes in our customers usage patterns for its HSI
services result in a sign ficant ncrease in capacity utilization, such as tlu'ough increased usage of video or peer-to-peer file sharing applications. Disruptions

may cause interruptions in service or reduced capacity for customers, either of wbich could cause us to lose customers and incur additional expenses, andthereby adversely affect our business, revenues and cash flows.
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IVe niske available, free of clmrge an our websitc, our Annual Report on Form IO-K, Quarterly Reports on Farm 10-Q, Current Reports an Form 8-K and
amcndmenis to these reports tiled or furnished pursuant lo Section 13(a) or 15{d)of the Exchange Act, as saon as practicable after we electronically tile these
docuinmits with, or furnish them to, the SEC. These documents may be accessed through our website at www. frontier. corn under "Investor Relationsy The
information posted or linked on our website is not part of this report. Wc also make our Annual Report available in printed form upon request at no cliarge.

IVe also make available on aur website, or in printed farm upon request, free of charge, our Corporate Governance Guidelines, Cade of Business Conduct and
Ethics, and thc charters for the Audit, Compensation, and Nominating and Corporate Governance committees of the Board of Directors. Stockholders may
request printed copies of these materials by writing to: 3 High Ridge Park, Stamford, Connecticut 06905 Attention: Corporate Secretary. Our website address
is wvvw. frontier. corn.

Item IA. Risk Factors

Before you make an investmcnt decision with respect to any of our securities, you should carefully consider all the information we have included or
incorporated by reference in this Ponn 10-K and our subsequent periodic filings with the SEC. In particular, you should carefully consider the risk factors
described below and read the risks and uncertainties related to "forward-looking statements" (which we do not undertake to update) as set forth in the
"Mariagement's Discumion and Analysis of Financial Condition and Results of Operations" section of this Form IO-K, any of which cauld materially
adversely affect our business, operating results, financial condition and the actual outcome of matters ss to which forward-looking statements are made in this
rcport. The risks and uncertainties described below are not the only ones facing our company. Additional tisks and uncertainties that are not presently
known to us or tliat we currcnily deem inimaterial or that are not specific to us, sac!i as general economic conditions, may also adversely affect our business
mid opemtions. 'Gie following risk factors should be read in conjunction with MDIEA and the consolidated tinanciai statements and related notes included in
this report.

Risks Related to Our Business

IFe irttt ttkety face fiintrer redncttons In access ttnes, sivttctred access mtmttes of nse, tong dtstotrce reveiiees arid federal nnd stnte sohstdy
reveitnes, ivtitch contd adversely effect irs.

vve Imve experienced declining access Lines, switched access minutes of use, long distance revenues, federal and state subsidies and related
revenues because of economic conditions, increasing competition, changing consumer behavior (such as wireless displacement of wireline use, e-mail use,
instant massaging and increasing use of VOIP), technology changes and regulatory constraints. For example, Frontier's legacy access lines declined 6% in
2010, 6% in 2009 and 7% in 2008, In addition, Frontier's legacy switched access minutes of use declined 12% in 2010, 12% in 2009 and 9% in 2008 (ager
excluding the switched access minutes added through acquisitions in 2007). The Acquired Business's access lines declined 5% in the second half of 2010,
12% in 2009 and 10% in 2008. In addition, the Acquired Business's switched access minutes of use declined 11% in the second half of 2010, and declined
15% in 2009 and 10% in 2008. Tiie factors referred to above, among others, are likely to cause our local network service, switched network access, long
distance and subsidy revenues to continue to decline, and these factors may cause our cash generated by operations to decrease.

IVe fnce tiitense coinpetttton, ivtitcli contd adversely nffect ns.

The communications industry is extremely competitive and competition is increasing. The traditional dividing lines between local, long distance,
wireless, cable and Internet service providers are becoming increasingly blurred. Through mergers and various service expansion strategies, service providers
are striving to provide integrated solutions both within and across geographic markets. Our competitors include competitive local exchange carriers and other
providers (or potential providers) of services, such as Internet service providers, wireless companies, VOIP providers and cable companies that may provide
services competitive with the services that we offer or intend to introduce. IVe cannot assure you that we will be able to compete effectively. IVe also believe
that wireless and cable telephony providers have increased their penetration of various services in our markets. We expect that we will continue to lose access
lines and that cotnpetition with respect to all of our products and services wilL increase.
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Video progranirning, Federal, state and local governments extensively regulate the video services industry. Our tiber optic video service is subject lo,
among other things, subscriber privacy regulations; requirements that we carry a local broadcast station or obtain consent to carry a local or distant broadcast
station; nilcs for t'ranchise renewals aud transfers; the manner in which program packages are marketed to subscribers; and program access requirements.

Iye provide video programming, an a limited basis, in Oregon, Washington and Indiana pursuant to franchises, permits and similar authorizations issued by
local franchising authorities uulizing fiber optic delivery transport to the home. Most franchises are subject to termination proceedings in the event of a
material breach. In addition, inost fmnchises require payment of a franchise I'ee as a requirement to the gmnting of authority.

Many franchises establish comprehensive tacilities and service requirements, as well as specific customer service standards and monetary penalties for non-
compliance. In many cases, franchises are temtinable if the franchisee fails to comply with signiticant pmvisions set forth in the t'ranchise agreement
governing system operations. Franchises are generally granted for fixed tenne of at least ten years and must be periodically renewed. Local franchising
authorities may resist granting a renewal if either psst performance or the prospective operating proposal is considered inadequate.

For information regarding approvals by local franchising authorities in coimection with the transactions, see" Regulation of our business. "

Erivlromiiearal regirlarlan

Like all other local telephone companies, the local exchange camer subsidiaries operated by us are subject to Federal, state and local laws and regulations

governing the use, storage, disposal of, and exposure to hazardous materials, the release of pollutants into the environment and the remediation of
contamination. As an owner and former owner of property, we are subject to enviromnental laws that could impose liability for the entire cost of cleanup at
contaminated sites, including sites formerly owned by us or the Acquired Business, regardless of fault or the lawfiilness of the activity that resulted in
contamination. IVe believe that our operations are in substantial compliance with applicable environmental laws and regulations,

Segment Information

We cunently operate in only one reportable segment.

Financial Information about Foreign and Domestic Operations and Export Sales

We have no foreign operations.

General

Order backlog is not a significant consideration in our business. We have no material contracts or subcontracts that may be subject to renegotiation of profits
or termination st the election of the Federal government.

Intellectual Property

We believe that we have the trademarks, trade names and intellectual property licenses that are necessary for the operation of our business.

Employees

As of December 31, 2010, we had approximately 14,800 employees. Approximately 9,500 of our employees are atyi listed with a union. The number of union
employees covered by collective bargaining agreements expiring during 2011 is approximately 2,300. We consider our relations with our employees to be
good.

Available Information

IVe are subject to the informational requirements of tbe Securities Exchange Act of 1934. Accordingly, we file periodic reports, proxy statements and other
information with the Securities and Exchange Commission (SECL Such reports, proxy statements and other information may be obtained by visiting the
Public Reference Room of the SEC at 100 F Street, NE, IVashington, D.C. 20549 or by calling the SEC at I-800-SEC-0330. In addition, the SEC maintains
an Internet site (wsvw. scc.gov) that contains reports, proxy and infomiation statements and other information regarding the Company and other issuers that
file electronically. irlaterial filed by us can also be inspected at the oftices of the New York Stock Exchange, Inc. (NYSE), 20 Broad Street, New York, NY
10005, on which our common stock is listed.
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Vbleoprogramndng.Federal,stateandlocal governments extensively regulate the video services industry, Our fiber optic video service is subject to,
among otber things, subscriber privacy regulations; requirements that we carry a local broadcast station or obtain consent to carry a local or distant broadcast

station; rides for franchise renewals nod transfers; the manner in which program packages are marketed to subscribers; and program access requirements.

We provide video programming, on a limited bass n Oregon Washington and nd ana pursuant to franchises permits and similar authorizations issued by
locaifranchising authorit es ut z ng fiber optic delivery transport to he home. Most franchises are subject to termination proceedings in the event of a
material breach. In addition, most franchises require payment era franchise fee as a requirement to the granting of authority.

Many franchises establish comprehensive facilities and service requirements, as well as specific customer service standards and monetary penalties for non-

compliance. In many cases, franchises are terminable if the franchisee fails to comply with significant provisions set forth in the franchise agreement
governing system operations. Franchises are generally granted for fixed terms of at least ten years and must be periodically renewed. Local franchising
autborities may resist granting a renewal if either past performance or the prospective operating proposal is considered inadequate.

For information regarding approvals by local franchising attthorities in connection with tbe transactions, see "'Regulation of our busir, ess."

Environmental regtdatton

Like all other local telephone companies, the local exchange carrier subsidiar es opera ed by us are subject to federal, state and local laws and regulations
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contaminated sites, including sites formerly owned by us or he Acquired Bus ness, regardless of fault or the lawfialness of the aodv ty that resulte_ n
contamination. We believe that our operations are in s bstantial compliance with applicab e env ronntenta aws and regulations.

Segment Information

We currently operate in only one reportable segment.

Financial Information about Foreign and Domestic Operations and Export Sales

We have no foreign operations.

General

Order backlog is not a significant consideration in our business. We have no material contracts or subcontracts that may be subject to renegotiation of profits
or termination at the election of the Federal government.

Intellectual Property

We believe that we have the trademarks, trade names and intellectual property licenses lhat are necessary for the operation of our business.

Employees

As of December 3 I, 20 l0 we had approximately 14 800 e a ployees. Approx ma ely 9,500 of our employees are affiliated with a union. Tile number oftmion

employees covered by collective bargaining agreements expiring during 20 1 is approximately 2,300 We consider our relations with our employees to begood.

Available Information

We are subject to tile informational requirements of tile Securities Exchange Act of 1934, Accordingly, we file periodic reports, proxy statements and other
intbrmation with the Securities and Exchange Commission (SEC). Such reports, proxy statements and other information may be obtained by visiting the
Public Reference Room of the SEC at i00 F Street, NE, Washington, D.C. 20549 or by calling the SEC at 1-800-SEC-0330. In addition, the SEC maintains

an lnternet site (www.sec.gov) that contains reports, proxy and information statements and other information regarding the Company and other issuers that
file electronically. Material filed by us can also be inspected at the offices of the New York Stock Exchange, Inc. (NYSE). 20 Broad Street, New York, NY
10005, on which our common stock is listed.
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Certain states also have their own open proceedings to address reform to inlrnstate access charges and other intercarrier compensation. In addition, we have
been approached by, and/or are involved in formal state proceedings with, various carriers seeking reductions in intrastate access mtes in certain states. VVe

cannot predict when or how these matters will be decided or the effect on our subsidy or switched access revenues. However, future reductions in our subsidy
or switched access revenues will directly atYect our profitability and cash tlows as those regulatory revenues do not have an equal level of associated variable
expenses.

Regulators at both the federal snd state levels continue to address whether VOIp services are subject to the same or different regulatory and intercarrier
compensation regimes as tmditional voice telephony. The FCC has concluded that certain VOIp services are jurisdictionally interstate in nature and states
theret'ore are preempted from regulating the rates, terms and conditions on which providers oBer these services. The FCC Ims not addressed other related
issues, such as: whether or under wlmt temis VOIP originated tratTic may be subject to intercarrier compensation; and whether VOIP services are subject to
general state requirements relating to taxation and general commercial business requirements. The FCC has stated its intent to address these open questions in
subsequent orders in its ongoing "IP-Enabled Services Proceeding. " Internet tekphony may have an advantage in the marketplace over our traditional services
if it remains less regulated.

Some state regulators have in the past considered imposmg on regulated conipanies (including us) cash management practices that could limit the ability of a
company to transfer cssli among its subsidiaries or to its parent conipany. None of the existing slate requirements materially affect our cash management, but
future changes by state regulators could aftcct our ability to freely transfer cash within our consolidated companies.

Current aird potential In(erne( regrilarory obligations

In connection with our Internet access otTerings, we could become subject to laws and regulations as they are adopted or applied to the Internet. There is
currently only limited regulation applicable to these services. As the significance of the Internet expands, federal, state and locat governments may adopt
aries and regiilations, or apply existing laivs and regulations to the Internet (inchnling Internet access services), and related matters are under considemtion in
both federal and state legislative and regulatory bodies. IVe cannot predict whether the outcome of pending or future proceedings will prove bencticiai or
detrimental to our competitive position.

The FCC adopted orders which put wireline broadband Internet access service, commonly delivered by DSL or fiber technology, as well as mobile wireless
based broadband Internet access service and other forms of broadband Internet access services on an equal reydatory footing with cable modem service. This
approach is consistent with a United States Supreme Court decision upholding the FCC's classification ofcable modem services as "information services" not
mibject to mandatory common carriage regulation. Specifically, the FCC has determined that these information services are functionally integrated with any
underlying telecommunications component, and that there is no obligation to separate out and offer that transmission component subject to common carriage
regulation. The FCC provides the option, however, for rate of return carriers to voluntarily provide wireline broadband Internet access service as a common-
carrier offering. In the National Broadband Plan, the FCC staff team indicates that the FCC will consider the legal classification of broadband as it reviews
the Plan.

The FCC has imposed particular regulatory obligations on broadband services. For example, it has concluded that VOIP and facilities-based broadband
internet access providers must comply with the Communications Assistance for Law Enforcement Act, a decision that the United Slates Court of Appeals for
the District of Columbia Circuit has upheld. The FCC has also required VOIP providers to provide enhanced 911 emergency calling capabilities.

In October 2009 the FCC issued a proposed rulemaking looking at rules to "Preserve a Free mid Open Internet", including proposed restrictions on broadband
network management practices, On December 21, 2010, the FCC adopted an order providing such regulations on Internet service providers. These
regulations atYect fixed and mobile broadband providers differently. VVhge we believe we are already in substantial compliance with the new regulations their
complete effect on our business is not yet known.
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sst es st c'_ as: whe er or t nder what temls VOIP originated traffic may be subject to intercarrier compensation; and whether VOIP services are subject to

genera s a e req ireme s re ating to axa on and general commer_ a business requ remen s. The FCC has s aed s in ent to address these open questions in
subseqttent orders in its ongoing IP-Enabled SPry ces Proceed ng. nterae te epbeny may have an advan age in the marketplace over our txadi ional serv ces

if it remains less regulated.

Some s a e reg a ors ave it', t e pas considered n pos ng on regulated co ",pan es ( neluding us) cash management practices that could limit the ability of a
company o ransfer cash a nong its subsidiar es or o s parent company. No le of the existing state requirements materially affect our cash management, but
future changes by state regulators could affect our ab ty to freely transfer cash within our tense dated companies.

Otrrent attd potential lnternet regulatory obligations

n connection with our i emet access offerings we could become st bjee o laws and regu aliens as they are adopted or applied to tile tntemet. Tilere is
rrentl on med re ulation app cab e ohese serv ces As he significance of the Interact expands, federal, state and local governments may adopt

ell Y Y _ns _" g_-b' ex ieflm" laws and rein a ons to the lnternet (inehtdlng lnternet access services), and related marte_ are t.mder consideration in

_t_)l_ _clld_aeg_;la(i '_tat_'ieg_slia_ivo"a;l*a'_eglllatory bgtii_" We cannot predlct whether the outcome of pending or future proceedings wilt prove oenetmml or

detrimental to our competitive position.
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tile Plan.

The FCC has imposed particular regulatory obligations on broadband services. For example, it has concluded that VOIP and facilities-based broadband
Interact access providers must comply with the Communications Assistance for Law Enforcement Act, a decision that the United States Court of Appeals for
the District of Columbia Circuit has upheld. Tile FCC has also required VOIP providers to provide enhanced 911 emergency calling capabilities.
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/(eg«la(/on oy(/(e (e/ecoamnuilcar/ons l«&his(ry n( (lie federa( mid s(a(e level

At the federal level and in a number of the states in which we operate, we are subject to price cap or incentive reguhtion plans under which prices for
regulated services are capped in return for the elimination or relaxation of earnings oversight. The goal of these plans is to provide incentives to improve
efficiencies and increased pricing flexibility for competitive services while ensuring that customers receive reasonable rates for basic services. Some of tliese
plans Imve liniitcd terms and, as they expire, we may need to renegotiate with various states. These negotiations could impact rates, service quality and/or
infrnstructure requireinents which could impact our earnings and capital expenditures. In other states in which we opemte, we are subject to rate of return
regulation that limits levels of eaniings and rcuirns on invesbnents. Approximately 1,997,000 access lines, or 35v/o of our total access lines, at Decmnber 31,
2010 are in state jurisdictions under thc rate of return regulatory model. Tire FCC's National Broadband plan, a non binding set of recommendations released
in Mnrch 2010 and described further below, recommends requiring all incumbent local exchange carriers to be regulated for interstate servicm, if at afl, under
incentive regulation. We will continue to advocate our position for no or reduced regulation with various regulatory agencies. In same of our states, we have
already been successful in reducing or eliminating price regulation on end-user services under state commission jurisdiction.

Telephone companies are sabject to FCC rules governing privacy of customer information. Among otfier things, these niles obligate carriers to protect
costmner information from inappropriate disclosure, set requirements for obtaining customer permission to use information in marketing and for disclosure of
information to customers, and require carriers to certify annually that they are in compliance with the niles.

Most states have certification requirements that require providers of tdecommunications services to obtain authority t'rom the state regulatory commission
prior to offering corn(non carrier services. Most of the local exchange companies that are operated by us operate as incumbent carriers in the states in which
they operate and are certified in those states to provide local telecommunications services. State regulatory commissions generally regulate the rates ILECs
charge for intrastate services, including rates For intrastate access services paid by providers of intrastate long distance services.

Receir( a«d po(eii(/a( regis/a(ory deva/opere«(s

Federal legislators, ttie FCC and state regulators am currently considering a number of proposals for changing the manner in which eligibility for federal
subsidies is determined as well as the amounts of such subsidies.

On March 16, 2010, the FCC released its National Broadband Plan. The National Broadband Plan proposes a series of actions that could result in additional
regulatory requirements for broadband services as well as a series of other regula(ory reforms. The FCC has initiated some of the proceedings proposed in the
National Broadband Plan on a broad number of topics, including reform of the Universal Service Fund (USF) and the potential shiA of future Universal
Service funding to support broadband deployment. The FCC is expected to initiate more proceedings on reform of the USF and ihe intercamer compensation
regime in 2011, the outcome of which may significantly change Federal Universal Service funding and disbursement mechanisms and interstate, intrastate and
local intercarrier compensation. The National Broadband Plan proposals could be accepted, rejected or modified significantly by the FCC. The outcome and
timing of these proceedings are unknown and, accordingly, we are unable to predict the impact of future changes on our results of operations.

As a follow-up to the National Broadband plan, on February 8, 2011, the FCC adopted a Notice of Proposed Rulemaking seeking comment from the industry
on both short-and long-term reforms to Intercarrier Compensation and the Federal Universal Service High Cost Fund. The Notice asks for comment on a
broad range of possible outcomes and Fmntier cannot predict whether or when the FCC will take additional actions or the effect of any such actions on the
Company's subsidy revenues.

The FCC also has an ongoing proceeding considering whether to make changes in its regulatory regime governing special access services, including whether
to mandate lower rates, el(ange standards for deregulation and pricing flexibility, or to require changes to other terms and conditions. Kt/hen and how these
proposed changes will be addressed arc unknown and, accordingly, we are unable to predict the i(«pact of future changes on our results of
operations. However, fun(re reductions in our subsidy and access revenues will directly atfect our profitability and cash flows as those regulatory revenues do
not have the same level of associated variable expenses. Our access and subsidy revenues declined in 2010 compared to 2009 and are both likely to decline
funher in 2011.
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Regulation of the telecommunications imlustry at the federal and slate level

At the federal level and in a number of the states in which we operate we are subject to pr co cap or ncen ve regula on pans under which prices for
regulated services arc capped in return for tie e mination or relaxation of earnings oversight. The goal of fuese plans is to provide incentives to improve
elliciencies and increased pricing flexibility fur competitive services while ensuring that customers receive reasonable rates for basic services. Some of these

plans have limited terms and as they expire we may eed to renege a e W h various s a es. These negotiations could impact rates, service quality and/or
infrastnlcture requirements which could tmpact our earn ngs and capita expend tt res n o er states in whichowe operate we are subject to rate of retum
regulation that limits levels of earnings and returns on investmetus. Approx ma e!y 997,000 access lines, or 35 _ of our total access llnes, at December 31,
2010 are in state jurisdictions under the rate of return regu atory model. The FCC s National Broadband Plan, a non-binding set of recommendations released
m March 2010 and described further below, recommends requiring all incumbent local exchange carriers to be regulated for interstate services, if at all, under
incentive regulation. We will contlmle to advocate our position for no or reduced regulation with various regulatory aguneies, In some of our states, we have
already been successful in reducing or eliminating price regulation on end-user services under state commission jurisdiction.

Telephone companies are subject to FCC rules governing privacy of customer information. Among other things, these rules obligate carriers to protect
customer information from inappropriate disclosure se req foments for ob a n ng customer permission to use information in marketing and for disclosure of
informat ell to customers, and require carriers to certify annually that they are in compliance with the rules.

Most states have certification requirements that require providers of teleco nm n ca ons services to obtain authority from tile state regulatory commission
prior to offering common carrier services, blest of o ocal exchange co npan es hat are opera ed by us operate as incumbent carriers in the states in which
thoyoperate and are eertified in those states to provide oca eecomm nca onsservlces, State regulatory commissions genera y regulate the rates ILECs
charge for ntrastate services, including rates for intrastate access services paid by providers of intrastate long distance services.

Recent attd potentlal regulatory developments

Federal legislators, the FCC and state regulators are curren ly considering a number of proposals for changing the manner in which eligibility for federal
subsides s determ ned as well as the amounts of such subsidies.

On betarch 16, 2010, the FCC released its National Broadband Plan. The National Broadband Plan proposes a series of actions that could result in additional
regulatory requirements for broadband services as well as a series of other regulatory reforms. The FCC has initiated some offue proceedings proposed in the
National Broadband Plan on a broad number of topics, including reform of the Universal Service Fund (USF) and the potential shift of future Universal
Service funding to support broadband deployment. The FCC s expected to initiate more proceed ngs on reform of the USF and the intercarfier compensation
regime in 2011, the outcome of which may significantly ehangu Federal Universal Service funding and disbursement mechanisms and interstate, intrastate and
local interearrier compensation. The National Broadband P an proposals cou d be accep ed rejected or modified significantly by the FCC. The outcome and
timing of these proceedings are unknown and, accordingly, we are unab e to predict the impact of future changes on our results of operations.

As a follow-up to the National Broadband plan, on February 8, 201 I, the FCC adopted a Notice of Proposed Rulemaking seeking comment from the industry
on both short-and tong-term reforms to lnterearrier Compensation and the Federal Universal Service High Cost Fund. The Notice asks for comment err a
broad range of possible outcomes and Frontier cannot predict whether or when the FCC will take additional actions or the effect of any such actions on the
Company's subsidy revenues.

The FCC also has an ongoing proceeding considering whether to make changes n ts regu a ory regime governing special access services, including whether
to mandate lower rates, change standards for deregulation and prie ng flex b ty, or to require changes to other terms and condi ons. When and how these
proposed changes wi I be addressed are t known and, accordingly, we are unab e to predict the impact of future changes on our results of
operations. However. future reductions in our subs dy and access revenues will direc y affect our profitability and cash flows as those regulatory revenues do
not have the same level of associated variable expenses Our access and subsidy revenues declined n 20 0 compared to 2009 and are both likely to declinefurther in 20l l.
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Itegiilariuu af aar busiiiess

IVe are subject to federal, state and local regulation. IVe have various regulatory authorizations for our regulated service otferings. At the federal level, the
FCC generally exercises jurisdiction aver facilities and services of cormnon carriers, such as our company, to the extent those facilities are used to provide,
originate or terminate interstate or international telecommunications services. State regulatory commissions generally exercise jurisdiction over common
carriers' facilities and services to thc extent those facilities are used to provide, originate or terminate intrastate telecommuriications services. In particular,
state regulatory agencies have substantial oversight over the provision by incumbent telephone companies of interconnection and non-discriminatory network
access to competitive providers. In addition, local governments often regulate the public rights-of-way necessary to install and operate networks, and may
require service providers to obtain licenses or franchises regulating their use of public rights-of-way. Municipalities and other local government agencies also
may regulate other limited aspects of our business, by requiring us to obtain constniction permits and to abide by building codes.

We believe that competition in our telephone service areas will contiime to increase in the future as a result of the Telecommunications Act of 1996 (the
"1996Act" or the "Telecommunications Act") and actions taken by the FCC and state regulatory authorities, and through increased deployment of various
types of technology, although the ultimate form and degree of competition cannot be predicted at this time. Competition may lead to loss ot'revenues and
protitability as a result of loss of customers; reduced usage of our network by our customers who may use alternative providers for voice and data services;
and reductions in prices for our services which may be necessary to meet competition.

Under the 1996 Act, state regulatory commissions have jurisdiction to arbitrate and review interconnection disputes and agreements between ILECs and
competitive local exchange carriers, in accordance with rules set by the FCC. State regulatory commissions also may impose fees on providers of
telecommunications services within their respective states to support state universal service programs. Many of the states we operate in require prior

approvals or notitlcations for certain acquisitions and transfers of assets, customers, or ownership of regulated entities.

In connection with their approvals of the Transaction, the FCC and certai state regulatory commissions specified certain capital expenditure and operating
requimments for our busineas for specified periods of time post-closing. These requirements focus primarily on certain capital investment commitments to
expand broadband availability to at least 85'4 of the households throughout the acquired Territories with mininmm speeds of 3 megabits per second (Mbps)
bv the end of 2013 and 4 Mbps by the end of 2015. To satisfy all or part of certain capital investment commitments to three state regulatory commissions, we
placed an aggregate amount of $1150 million in cash into escrow accounts and obtained a letter ofcredit for $190 0 million. Another $72 4 million of cash in
an escrow account, with an associated liability was acquired in connection with the Transaction to be used for service quality initiatives in the state of West
Virginia. As of December 31, 2010, we had a restricted cash balance in these escrow accounts in the aggregate amount of $187.5 million, in addition to the
$190.0 million letter of credit. The aggregate amounts of these escrow accounts and the letter of credit will decrease over time as we incur the detined capital
expenditures in the respective states,

In addition, in certain states, we are subject to operating restrictions such as rate caps (including maintenance of existing rates on residential and business
products and wholesale prices and tertns of interconnection agreements with competitive local exchange carriers and arrangements with carriers that, in each
case, existed as of the time of the Transaction), continuation of product bundle otferings that we offered before the Transaction, and restrictions on how carly
termination fees are calculated, restrictions an caps on usage of broadband capacity, and certain minimum service quality standards for a detined period of
time (the failure of which to meet may result in penalties, including, in one state, cash insnagement limitations on certain of our subsidiaries in that one state).
In one other state, our subsidiaries are subject to restrictions on tlie amount of dividends up to the parent company for a period of approximately four
years. IVe are also required to report certain financial infomiation and adhete for a period of time to certain conditions regulating competition and consumer
protection. Aldiough most of these reqmrements are generally consistent with our business plans, they may restrict our tlexibility in operating our business
during the specitied periods, including our ability to raise rates in a declining revenue environment and to manage cash transfers from our subsidiaries in two
states if we do not meet certain operating service criteria.

Some legislation and regulations are, or could in the future be, the subject of judicial proceedings, legislative hearings and administrative proposals or
challenges which could change the manner in which the entire industry operates, Neither the outcome of any of these developments, nor their potential
impact an us, can be predicted at this time. Regulation can change rapidly in the communications industry, and such changes may have an adverse etyect an
us. See "Risk Factors Risks Related to Regulation Changes in federal or state regulation may reduce the access charge revenues ive will receive. "
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Regulatiotl of our business
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In addl_to 2,t wh .... e nriees and erms of n erco neetion agreements with cong?etitive local exchange carriers and arrangementswith cat.hers that, m eaell '

procauc.s a_._ _'_h_-time o f the Transaction) continuation of product bundle offerings that we offered before the Transaction, an,a restrictions on now ear.s
case_ ex,s_ ...........

na on fees are ca eu ated restrictions on caps on usage of broadband capacity and certa n m n mum sere ce q a ty standards for a defined period of
term" " ' _ -- t ' _ non r'lti_'e including' in one state, cash nanagement lilnitat ons on certa n of our subsidiaries in that one state),

me(thorn treorwmen omee ayres • e ..... _,,
n o her s a eot r subsidiar es are subject to restrictions on _e amount of d v dends up o he parent company for a period of approximately four

In o e , .... • =__ ._:_, :._r._._+;.. end adhere for a netted of me to certain conditions regu ating competition and consumer
We are a so re u reel o re oft certain ll[lgt ll_ ¢t Ill'lit ottlo" ° I_ .... " "

years, * _ '- q + -+" _hoP_ _,- remen s are _enerafiv consistent with our business pans, hey may restrict our flextblhty in operating,our business
protection, _nnougu rues. .......... -a- . • _ " " '" ' -. ......... :...... +_-'_ to manaoe cash transfers from our suosto aries in two
d r ng he spee fled periods including our ability to raise rates in a OeCllnlng rev_nu_ _tt.,.._,_,_,.,,..._ v
states if we do not meet certain operating sere co criteria.

nee s a "on a d re a o s are or cou d n the fttu_re be, the subject of judicial proceed ngs, legislative bear ngs and administrative proposals or
So esg"wh ca" eou ct"g_'cnan e ne_ manner 'n ,.,.'" ,.,,-'- ,,,._._,.,,o-ire indust_,.., o '_eratesr. Neither the ou come of any of these developments, nor their' potential"
challeng r. ,11_.t_dg at lhi_ time Reaulation can change rap d y _ the communica ons industry, and such changes may have an adverse effect on
n pact on us can _e pro .............. e . - - . • '

us. See "Risk Factors.Risks Related to Regulation'Changes m federal or state regulation may reduce the access charge revenues we will receive,
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FRONTIER COlrflvlUNICATIONS CORPORATION AND SUBSIDIARIES

Thc lingering impact of the scverc contraction in the global financial markets that occuncd in 2008 and 2009 and the subsequent recession has atYected
residential mid business customer behavior. Customers have reduced their spending by not purchasing our services or by discontinuing somd or all of our
services. These trends may continue and inay result in a continued challenging revenue environment. The weak economic environment may produce
increased delinquencies and bankmptcies and, therefore, affect our ability to collect money owed to us by residential and business customers.

We employ a number of strategies to combat the competitive pressures and changes in customer behavior noted above. Our strategies are focused an
preserving and generating new revenues through customer retention, upgrading and up-selling servicm to existing customers, neiv customer growth, win-
backs of former customers, ncw product deploynient, aud by iuanaging our protitability and cash flow through targeted reductions in operating expenses and
capital expendihires.

We are focused an enhancing the customer experience to ditferentiate us from our competition. Our conimitment to providing exemplary customer service is
demonstrated by our lOON U.S.-based workforce, our expanded customer services hours, shorter scheduling windows for in-home appointments, call
reminders and follow'-up calls for service appointments. Additionally, we seek to achieve our customer retention goals by off'ering attractive packages of
value-added services to our local access line customers. Our bundled services include HSI, unlimited long distance calling, enhanced telephone features and
video otfcrings.

We are also focused on increasing sales of existing products, including unlimited long distance minutes, bundles of long distance minutes, wireless data,
Internet portal advertising, and the Frontier Peace of hftnd product suite. This last category is a suite of products that is aimed at inanaging the personal
computing experience for our customers and is designed to provide value and simplicity to meet customers' aver-changing needs. The Fmntier Peace of Mind
products and services suite includes services such as an in-home, full installation of the Coinpany's HSI product, two hour appointment ivindows for the
installation, hard drive back-up services, 24-7 help desk PC support and inside wire maintenance (when bundled). In 20IO, the Frontier Peace of lvlind
products generated approximately S5.3 migion in revenue for Frontier legacy operations. We also continue to otfer our www. myfitv. corn website, which
provides easy online access to free television programs, video on demand movies and other entertainment. Although we are optimistic about the opportunitics
to increase revenue and reduce customer chum (i.e., customer attrition) that are provided by each of these initiatives, we cannot provide assurance about their
long tenn profitability or impact on revenue. Hard drive back-up services, 24-7 help desk PC support and our www. myfitv. corn website are also available to
consumers and small businesses outside of our service territories.

On the commercial side of our business, we are focused on many of the same strategies and enhancements described above as well as providing state-of-the-
art transport services to wireless cell towers in our territories and expanding the nuniber and quality of people selling and servicing our medium and enterprise
customers with sophisticated products (e.g. IP PBX, E9I I equipment) snd services (e.g, , ethernet, SIP Irunking).

The goal of offering multiple products and services to our customers pursuant to price protection programs, billing on a single bill, providing superior
customer service, and being active in our local communities is to generate customer loyalty which should help us genemte new, and retain existing, customer
revenue.

For additional discussion of our competitive strategies, see "Company Strategies" above.

Regulatory Environnient

The majority of our operations are regulated by the FCC snd various state regulatory agencies, oRen called public service or utility commissions.

Some of our revenue is subject to regulation by the FCC and various state regulatory agencies. AVe expect federal and state lawmakers to continue to review
the statutes governing the level and type of regulation for telecommunications services.

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

The lingering impact of the severe contraction he g obal finane a markets that occurred in 2008 and 2009 and the subsequent recession has affected
residential aud business customer behav or Customers have reduced he r spending by not purehasing our services or by disedntinulng somer or a ofotr
services. Tbese trends may continue and nay res dt n a con nued chageng ng revenue environment The weak economic environment may produce
increased de nquencies and bankn]ptcies and, therefore, affect our ability to collect money owed to us by residential and business customers.

We employ a number of strategies to combat t e competitive pressures and changes in customer behavior noted above. Our strategies are focused on
preserving and generating new revenues through customer retention, upgrading and up-selling serv ces to existing customers, new customer growth, win-
backs of former customers new product deploymen, and by manag ng our profitability and cash flow through targeted reductions in operating expenses andcap ta expend aires.

We are focused on enhancing the customer experience to differentiate us from our eompetltion. Our commitment to providing exemplary customer service is
demonstrated by our 100% U.S.-based workforee, our expanded cus omer services hours, shorter scheduling windows for in-home appointments, call
reminders and follow-up calls for service appo n ments. Additiona y, we seek to achieve our customer retention goals by offerin atlraetive acka e
v_que-added services to our IoeaI access lille customers. Our bundled services inelode HSI, unlimited long distance ealling,_enhance_ telephone Peaturg_ Sa,°dfvideo offerings.

We are also focused on increasing sales of existing products, including unlimited long distance minutes, bundles of long distance minutes, wireless data,
Interact portal adverlising and the Frontier Peace of ivfind produe st e. This last category is a suite of products that is aimed at managing the personal
c°mputingexperience forourcustomersandisdesignedtoprovdeva ue and simplicity to meet customers ever-ehangingneeds. TheFront erPeaceofMind
products and services suite includes services s eh as an in-home fu nstsllation of the Co npany s HSI product we hour apo n men w ndows for the
installation, bard drive back-up serv ces, 24-7 e p desk PC support and inside w re maintenance (when bundled). In 2010, PttheFrontier Peace of Mind
products generated approximately $5.3 million in revenue for Frontier legacy operations. We also continue to otter our www.myfitv.eom website, which
provides easy online access to free television programs, video on demand movies and o her entertainment. Although we are optimistic about the opportun ties
to hlerease revenue and reduce customer chum (i.e., customer attrition) that are provided by each of hese initiatives, we cannot provide assurance about their
long term profitability or impact on revenue. Hard drive back-up services, 24-7 help desk PC support and our www.myfitv.com website are also available to
consumers and small businesses outside of our service territories.

On the commercial side of our business, we are focused on many of the same strategies and enhancements described above as well as providing state-of-the-
art transport services to wireless cell towers in our terr or es and expa dng he number and quality of people selling and servicing our medium and enterprise
customers with sophisticated products (e.g. IP PBX, E9I 1 equipment) and services (e.g., ethemet, SIP trunking).

The goal of offering multiple products and services to our c stomers pursuant to price protection programs, billing on a single bill, prey d ng superior
eus_on_er service, and being active in our local communities is to generate customer loya ty which should help us genera e new, and retain ex st ng, customer

For additional discussion of our competitive strategies, see "Company Strategies" above.

Regulatory Environment

The majority of our operations are regulated by the FCC and various state regulatory agencies, olqen called public service or utility commissions.

Some of our revenue is subject to regulation by the FCC and various state regulatory aguneies. We expect federal and state lawmakers to continue to review
the staix_tes governing the level and type of regulation for telecommunications services.



FRONTIER COlvIMUNICATIONS CORPORATION AND SUBSIDIARIES

Residential Customer htetrlcsi
Ciistolrlcrs
Revenue (in 000's)
Products per residential customer '

—Prontier Legacy
Average monthly residential revenue per

Customer - I'rentier Legacy
Percent of customers

on price protection plans - Frontier Legacy
Customer monthly chum - Frontier Legacy

3,445, 193 1,254,508
S 1,678,551 8 899,800

2.60 2.52

5 60.31 5 57,62

58 4'/v

1,33o/o
53.3v/v

1.47o/v

As of or for thc year ended
December 31

2010 2009

Business Customer i)ietricm
Customers
Revenue (in 000's)
Average monthly business revenue per

Customer - Fmntier Legacy

343,823
1,621,349 8

511,33 8

140,763
858,460

485.72

* Products per residential customer: primary residential voice tine, HSI and video products have a value of I, Long distance, Frontier Peace of Mind, second
lines, feature packages and dial-up have a value of 0.5.

iVeuvork Architecture and Technology

Our local exchange carrier networks consist of central oBice hosts and remote sites, primarily equipped with digital switches. The outside plant consists of
tmnsport and distribution delivery neuvorks connecting our host central office with remote central offices and ultimately with our customers. We ovm fiber
optic and copper cable, which have been deployed in our networks and are the primary transport technologies benveen our host and remote central oBices and
interconnection points with other incumbent camers.

Our fiber optic and copper transport system is capable of supporting increasing customer demand for high bandwidth transport services. IVe are currently
upgrading our network with the latest internet Protocol Tiansport and routing equipment, Reconfigurable Optical ADM Add/Drop Muitiplexers (ROADM)
transport systems, Very High Bit-Rate DSL (VDSL) HSI equipment, and Voice over Internet Protocol (VOIP) switches. These systems will support
advanced service such as Metro Ethernet, Dedicated Internet, Multiprotocol Label Switching (iriPLS) transport, and YOIP. The network is designed with
redundancy and auto-failover capability an our major circuits.

As of December 31, 2010, approximately 91'/v of the households in our legacy territories had access to our broadband products. As of December 31, 2010,
approximateiy 70'/v of the households in the acquired Territories had access to broadband products.

Rapid and significant changes in technology are expected in the communications industry. Our success will depend, in part, on our ability to anticipate and
adapt to technological changes. We believe that our existing ncnvork architecture will enable us to respond to these technological changes efiicientiy. In
addition, we anticipate reducing costs through the sharing of best practices across opemtions, centralization or standardization of functions and processes, and
deployment of technologies and systems that provide for greater efficiencies and protltability in order to drive improvement in profitability.

Competition

Competition in the communications industry is intense. IVe experience competition from many communications service providers, including cable operators
otYering video, data and YOIP products, wireless carriers, long distance providers, competitive local exchange carriers, Internet providers and other wireline
carriers. We believe that as of Deceinber 31,2010, approximately 90% of the households in our temtories could receive voice, data and video services from a
competitive provider.

FRONTIERCOIvlMUNICATIONSCORPORATION AND SUBSIDIARIES

Residential Customer Metrics:
Customers
Revenue (in 000's)
Products per residential customer *

- Frontier Legacy
Average monthly residential revenue per

Customer - Frontier Legacy
Percent of customers
on price protection plans - Frontier Legacy

Customer monthly chum - Frontier Legacy

As of or for the year ended
December 3 ll

2010 2009

3,445,193 1,254,508
$1,678,551 $ 899,800

2.60 2.52

$ 60.31 $ 57.62

58.4% 53.3%
1.33% 1.47%

Business Customer 51etries: 343,823 140,763
Customers $ 1,621,349 S 858,460
Revenue (in 000's)
Average monthly business revenue per

Customer - Frontier Legacy $ 511,33 $ 485.72

* Products per residenfial customer: primary residential voice line, HSI and video products have a value of 1, Long distance, Frontier Peace of Mind, second

lines, feature packages and dial-up have a value of 0.5.

Network Architecture and Technology

Our local exchange carr er networks cons s of centra office hosts and remote ses, primarily equipped with digital switches. The outside plant consists of
transport and distribution delive_] networks comreeting our host central office with remote central offices and ultimately w fu our customers. We own fiber
o _ e and copper cable which have been deployed in our networks and are the primary transport technologies between our host and remote central offices and
intereonnection poin s with other incumbent carriers.

Our fiber op e and copper transport sys e n s capable of support ng nereasing customer demand for high bandwidth transport services. We are currently
t pgrading our network W h he aest Interact Protocol Transport and routing eqt pment Reconfigurab e Op eal ADM Add/Drop Multiplexers (ROADM)
rans ort s stems, Ve High Bi -Ra e DSL (VDSL) HSI equipment, and Voice over lnternet Protocol (VOtP) switches. These systems will support

advanPced _rvice suc_rY_ Metro Ethernet, Dedicated lntemet, Multiprotocol Label Switching (MPLS) transport, and VOW. The network is designed with

redundancy and auto-failover capability on our major circuits.

A _"n,_,-o,.h,_r 3 l 2010 annroximatelv 9 % of the households in our legacy territories had access to our broadband products. As of December 31. 2010,

approximately 70Yo of the households in the acquired Territories had access to broadband products.

Rap d and s gn ficant e anges in techno ogy are expee ed n the communications industry. Our success will depend in part, on our ability to anticipate and
adapt to ec no ogical changes We be eve at our ex s ng network architecture will enable us to respond to these technological changes efficiently. In
addition we anticipate reducing cos s through the sharing of best praet cos across opera ons centralization or standardization of functions and processes, and
deployment oftechno ogles and sys eros hat provide for greater efficiencies and profitability in order to drive improvement in profitability.

Competition

Compe on in the communications ndustry s n ense We experience tempe on from many eommunica ons service providers, including cable operators
offering video daa and VOIP products wireless carriers, long d sance prey ders, competitive local exchange carriers, Intemet providers and other wireline
carriers. We b'elieve that as of December 31, 20 0, approximately 90 _ of the households in our territories could receive voice, data and v.ideo services from a

competitive provider.



FRONTIER COirlMUN ICATIONS CORPORATION AiND SUBSIDIARIES

The following table sets forth the aggregate number of our access lines nnd HSI subscribers in the states in which we operated as of December 31, 2010.

State

Access lines
nnd kISI

subscribers of
Frontim legacy

Access lines
and HSI

subscribers of the
Ac uired Business

Total
Access lines

and HSI
subscribers

Percentage of
total access

lines and HSI
subscribers

Indiana .
IVest Virginia. .....
New York
Illinois
Ohio. ..
Washington
ihlichigan .
Pennsylvania .
Oregon
Wisconsin
North Carolina. ....
iMinnesota .
California. . .
Arizona
Idaho
South Carolina. ....
Other States I». ....

Total ............

5,880
187,849
737,874
127,594

742

23,800
462,362

16,615
73,019

267,789
181,051
183,129
24,992

ie

777,711
585,951

585,365
630,142
600,450
445,008

351,112
276,664
275,976

21,335
2,900

109,200
108,841
30 590

4 801 245

783,591
773,800
737,874
712,959
630,884
600,450
468,808
462,362
367,727
349,683
275,976
267,789
202,386
186,029
134,192
108,841

10%
10%
10%
8%
g%
6%
6%

4%
4%
3%
2%
2%

Note: This table includes iber optic and DSL High-Speed Internet subscribers.

tii Includes Tennessee, Nevada, lowe, Nebraska, Alabama, Utah, Oeorgia, New Mexico, Montana, Mississippi and Florida.

Change in the number of our access lines is one factor that is important to our revenue and profitability. We have lost access lines primarily as a result of
competition and business downsizing, and because of changing consumer behavior (including wireless substitution and disconnections of second lines upon
an HSI addition), economic conditions and changing technology. Our Frontier legacy operations lost approximately 128,000 access lines (net) during the year
ended December 31, 2010, but added approximately 16,2001ISI subscribers (net) during this same peuod. With respect to the access lines we lost in 2010,
101,000 were residential customer lines and 27,000 were business customer lines. The Acquired Business lost approximately 201,000 access lines (net)
during the six months ended December 31, 2010, and lost approximately 4,100 HSI. subscribers (net) during the same period. )Ve expect to continue to lose
access lines but anticipate partially offsetting those losses with an increase in HSI subscribers during 2011. A substantial further loss of access lines,
combined with increased competition and the other factors discussed in MDdrA, niay cause our revenues, profitability and cash flaws to decrease during
2011.

Our Company, like others in the industry, utilizes reporting metrics focused on units. Consistent with our strategy to focus on the customer, we also utilize
residential and business customer metrics that, when conibined ivith unit counts, provides additional insight into the results of our strategic initiatives
descnbed above.

FRONTIER COMMUNICATIONS CORPORATION AND SUBSIDIARIES

The following table sets forth the ,aggregate number of our access lines and HSI subscribers in the states in which we operated as of December 31, 20 I0,

State

Indiana ............................................
West Virginia ....................................
New York .........................................
llIinois .............................................

Ohio ...............................................
Washington .....................................
Michigan ........................................

Pennsylvania ....................................
Oregon ............................................

" Wisconsin .......................................

North Carolina ..................................
Minnesota ........................................
Calilbrnia .........................................

Arizona ............................................
Idaho ..............................................

South Carolina ..................................
Other States tO ...................................

Total ...........................................

Access lines

and .'1Sl Access Tines Total Percentage of
subscribers of and HSI Access lines total access

Frontier legacy subscribers of the and HSI lines and HSI
operations Acquired Business subscribers subscribers

5,880 777,711 783,591 11%

187,849 585,951 773,800 10%
737,874 737,874 10%
127,594 585,365 712,959 10%

742 630,142 630,884 8%

600,450 600,450 8%
23,800 445,008 468,808 6%

462,362 462,362 6%
I6,615 351,112 367,727 5%

73,019 276,664 349,683 5%

267,789 275,976 275,976 4%
267,789 4%

181,051 21,335 202,386 3%

I83,129 2,900 186,029 2%
24,992 109,200 134,192 2%

348T944 108,841 108,841 1%
301590 8791534 5%

2_641_640 4_8011245 7T442_885 100%

Note: This table includes fiber optic and DSL High-Speed Interact subscribers.

O) Includes Tennessee, Nevada, Iowa, Nebraska, Alabama, Utah, Georgia, New Mexico, Montana, Mississippi and Florida.

Change in the number of our access lines is one factor that is important to our revenue and profitability. We have lost access lines primarily as a result of
competition and business downsizing, and because of changing consumer bebavior (including wireless substitution and disconrteetions of second lines upon
an HSI addition), economic conditions and changing technology. Our Front er egacy operations ost approximately 128,000 access lines (net) during the year
ended December 31, 2010, but added approximately I6,200 llSI subscribers (net) during this same period. Wifu respect to the access lines we lost in 2010,

101,000 were residential customer Iines and 27,000 were business customer fines The Aequ red Business lost approximately 201,000 access lines (net)
during the six months ended December 31, 2010 and lost approxi 1 ately 4, 00 HS subscr bers (net) during tbe same period. We expect to continue to lose
access lines but anticipate partially offsetting those losses with an increase in HSI subscribers during 201l. A substantial further loss of access lines,

combined with increased competition and the other factors discussed in MD&A, may cause our revenues, profitability and cash flows to decrease during20li.

Our Company, like others in tbe industry, utilizes reporting metrics focused on units. Consistent witll our strategy to focus on the customer, we also utilize

residential and business customer metrics that, wben combined with unit counts, provides additional insight into the results of our strategic initiativesdescribed above.


